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TOPICS OF THE MONTH 


GOVERNMENT FUNDS AND COTTON 
HE Secretary of the Treasury, in the 
T exercise of the discretion vested in him 
by the Federal Reserve Act, recently 
deposited $15,000,000 of treasury funds in the 
three southern Federal reserve banks, the 
amount equally divided among them. In ex- 
plaining this act on the part of the Secretary 
of the Treasury, W. P. G. Harding, a member 
of the Federal Reserve Board and chairman 
of the committee to investigate the cotton situa- 
tion in the South, said that the Secretary had 
made the deposit at a time psychologically 
chosen to maintain or restore confidence. It 
is the first intimation that there was any lack 
of confidence in the ability of the Federal re- 
serve banks to meet any financial situation that 
might develop. No matter what criticism there 
may be as to the exact adequacy of the Federal 
Reserve Act or the perfect integrity of each of 
its provisions, there has never been any ques- 
tion of its power to cope with any financial dis- 


turbance that could conceivably arise. By what 
process of reasoning it was made to appear that 
there was such an impairment of public confi- 
dence as to necessitate aid from the Treasury 
Department, is not exactly clear. 

Offers made by the Secretary of the Treasury 
to deposit government funds in the reserve 
banks of Minneapolis and Kansas City brought 
forth responses from those institutions that 
they were amply provided with funds. As 
chairman of the committee charged with the 
duty of investigating the cotton situation, Mr. 
Harding had not made public any request to 
the Treasury Department for assistance. 

Instead of deposits of this character restoring 
or maintaining confidence, it is more than likely 
that they will have an opposite effect. In com- 
ing to the assistance of the reserve banks the 
Secretary of the Treasury gives ground for the 
inference that the banks are unable to meet the 
demands that may be made upon them. What 
could be better calculated to impair the confi- 
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dence of the public in the reserve banks than 
announcement by the Secretary of the Treasury, 
the chief financial officer of the government and 
chairman of the Federal Reserve Board, that he 
was coming to the assistance of these banks! 

The conduct of the Secretary of the Treasury 
invites criticism the more because the financial 
condition of the banks of the country is such 
that their ability to take care of all ordinary 
requirements is unquestioned. Moreover, the 
Federal Reserve Act makes provision for the 
utilization of the resources of all the reserve 
banks in any one reserve district if it is neces- 
sary. The provision which permits the Federal 
Reserve Board to require one reserve bank to 
rediscount for another met with strong opposi- 
tion when the bill was under consideration in 
Congress. The fear was expressed that this 
power of compulsion might be used for political 
purposes and yet it would seem that the full 
benefits of the system could not be secured un- 
less this power to order rediscounting resided 
somewhere. It was finaily decided that one 
reserve bank could be ordered to rediscount for 
another only “on the affirmative vote of at least 
five members of the reserve board.’ It was the 
adsumption that, as not more than one member 
of the board shall come from any one Federal 
reserve district, the probability of the political 
misuse of this power to compel rediscounting 
would be remote. 


In the orderly course of procedure, even in 
the event of a financial exigency, the reserve 
board could make use of this power and it would 
be the instrumentality through which bankers 
and business men would expect to have the re- 
sources of one district brought to the assistance 
of another. But in the practical application we 
find the Secretary of the Treasury making de- 
posits of public funds in particular reserve 
banks for a particular purpose and with the in- 
tent to modify or regulate or control interest 
rates. 

It was not within the contemplation of the 
framers or promoters of the Federal Reserve 
Act that outside influence of this kind should be 
exerted. The sincerity of the policy of the Sec- 
retary in making use of his power over govern- 
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ment deposits in such a manner and under such 
circumstances is fairly open to question. 


MULTIPLICITY OF EXAMINATIONS 

In a paper read before the Trust Compan: 
section at the Seattle Convention, E. D. Hul- 
bert, of Chicago, discussed “Three Important 
Obstacles to Membership” in the Federal re- 
serve system by trust companies. Among these 
obstacles the chief one mentioned was multi- 
plicity of control over member banks. Mr. 
Hulbert said there are apparently four distinct 
departments of government having separate 
control over member banks. “No one can tell 
where the authority of one leaves off and the 
other begins.” The four controlling factors are 
given as the Treasury Department, the Comp- 
troller’s Department, the Federal Reserve Board 
and the Federal reserve banks. State banks 
which enter the system would, of course, be 
subject still to state supervision. Mr. Hulbert 
makes no adverse criticism of the ‘various meth- 
ods of examination except to state that the clear- 
ing house examinations are “immeasurably 
superior to any supervision that can be exercised 
by the comptroller’s office.” 

What Mr. Hulbert had to say as to bank 
examinations is merely an illustration of an idea 
that is being freely discussed by bankers. Un- 
der the Federal Reserve Act the office of the 
Comptroller of the Currency has lost the im- 
portant position it held before. It seems to be 
becoming constantly more apparent that the 
condition of member banks could well be super- 
vised by the Federal reserve bank of which they 
are members. Such supervision, supplemented 
by the indispensable clearing house examination, 
would be all that is necessary. 

The position of the Federal reserve agent 
seems to be one that has yet to demonstrate 
complete usefulness. In elaboration of the pro- 
posal that each reserve bank be charged with 
the duty of supervising its members, it has been 
suggested that the Federal reserve agent could 
appropriately be made the supervising authority. 
The simplicity of this method is not less obvious 
than its efficiency, Whatever other duties the 
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Comptroller of the Currency may have could 
well be transferred to the Federal Reserve Board 
to the improvement of the whole system. 


THE $500,000,000 LOAN 


Fourteen Wisconsin banks, comprising the 
Marathon County Bankers Association, met on 
September 18 and adopted the following reso- 
lution: 

That we, as a county association, are opposed 
to the making of a large loan to foreign countries 
for war purposes, 

We are of the unanimous opinion that our 
funds are needed at home, and therefore each and 
every bank herein represented absolutely refuses to 
have any part in making such war loan, and we 
shall insist on doing business with only such city 
correspondents as take no part of such foreign 
war loan. 

All of the funds on deposit in Marathon County 
banks should be used for the purpose of financing 
our own business and agriculture, in which manner 
they are employed at the present time, and we 
absolutely refuse to have any part in any way in 
financing the foreign war. 


As a commercial nation this country is bound 
to go on trading with the countries it has been 
accustomed to trade with when it is physically 
possible and profitable to do so and on the same 
terms. It is bound to go on subscribing to the 
fundamental law of barter—to produce and pro- 
vide the commodities the nation bartered with 
desires, and to exchange such commodities for 
other commodities, for gold or for credit in the 
customary way. That customer nations are at 
war or that two or more of them are isolated, is 
an incident. That commodities are demanded in 
unusual quantities is also an incident. In these 
respects a similar situation might have followed 
a crop failure in Europe, a great conflagration, 
or an earthquake, but in this case it happens to 
have eventuated from a war. 

The fact that it is a war has aroused preju- 
dices, born of nativity or sympathy, which have 
no place in business. These prejudices or sym- 
pathies, or whatever the emotional impulse may 
be termed, have caused much loose talking and 
writing. This is a normal result of amateurish 
contemplation of economics and finance. The 
attempt to prevent the loan by organizing bank 


depositors in opposition to it is an illustration. 
Depositors in commercial banks are all but uni- 
versally borrowers and the great bulk of com- 
mercial bank deposits are created by loans. 
Commercial banks are not primarily or particu- 
larly the custodians of money; they are dealers 
in credit. They sell a depositor the right to 
draw against a credit and accept in payment for 
this right money or an evidence of debt, usually 
the latter. They would be inclined to view lightly 
a protest from depositors against lending the 
latters’ funds. 

Savings banks are in a different position. 
They usually receive money on deposit, but they 
are not obligated to pay on demand. They col- 
lect capital and capital is fluid. Heavy with- 
drawals by savings bank depositors from one 
bank or the banks of one section might hurt the 
banks affected, but would not change the situa- 
tion as to capital. Only withdrawals for hoard- 
ing would be affected. As the savings banks 
owe much- more money than there is in existence 
general withdrawals would ruin not only the 
banks but the country. There is enough sanity 
left to stop any movement which has for its 
purpose general insolvency. 


SEATTLE 


To Seattle the American Bankers Association 
owes a debt of gratitude that cannot be dis- 
charged. The entertainment may be repaid in 
kind and against the hospitality may be set the 
hospitality offered by other cities in the past and 
to be offered by still others in the future. But 
for the gentle tender of kindness and welcome 
that encompassed and pervaded everything at 
the forty-first annual convention there can be 
no return except in pleasant recollections. The 
heartiness of the West is found distilled in Seat- 
tle. It is the metropolis of hospitality. There’s 
a breadth that comes of an ambition reaching 
across the Pacific and a depth that measures 
beyond the mountains in the distance. The 
stranger is always tempted to try another long, 
deep breath as a first movement toward reach- 
ing par with the fortunate people who live there. 
It is agreeable to be even for a day with those 
who dwell in the future and yet lose no sight of 
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the present—whose deeds are at once perform- 
ance and promise of greater deeds to come; who 
halt at no obstacles and can imagine as well 
as see. 

Perhaps Seattle knows the mystery of its 
attractiveness, but if Seattle is wise it will keep 
the secret. A little mystery makes reality more 
compelling. 


INTERNATIONAL FINANCE 


In issuing revised regulations governing the 
rediscount of bankers’ acceptances, the lederal 
Reserve Board gave out a statement in which 
it said that “the United States should now do 
what Europe has done for many generations for 
the United States, that is to say, the bank facili- 
ties of the United States should be used for the 
carrying import and export transactions for 
foreign countries just as much as Europe up to 
now carried by its acceptances the import and 
export transactions of the United States.” 

One effect of the war in Europe is to force 


the United States to become a participant in 
international finance. 


There are unquestionably 
profits to be made in this field of activity, but 
financial operations in that sphere also impose 


gbligations upon the operators which they may 
not be ready to assume. 


A TYPICAL ARGUMENT 


A pathetic note ran through the appeal of W. EF. 
Knox at the convention of the American Bankers Asso- 
ciation in Seattle for fair treatment of the railroads as 
a protection to savings bank depositors. Only think of 
all the money they have invested in railroad bonds and 
how directly their interests are involved as partners in 
the transportation business of the country! By_ his 
touching plea the speaker recalled the good old days 
when the insurance interests faced investigation and 
they so mournfully deplored any step that might work 
injury to the widows and orphans. 

The American public, of course, realizes how care- 
fully the railroad bankers and manipulators have labored 
in every case to protect the interests of savings bank 
depositors. It was solely with an eye to their good and 
the enhancement of the security of their investments 
that the New Haven system was all but wrecked. It 
was through tenderness for the savings bank depositors 
entirely that the Alton was looted. It was out of re- 
gard for the same large class of small depositors that 
the Rock Island was brought to grief. 


This editorial from the New York World is 
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reprinted with the more satisfaction because it 
is not often that the case of the ardent reformer 
is expressed with greater brevity or clarity, The 
generalizations in this instance are most com- 
pelling. The argument advanced need be ex- 
tended very little to reach a logical and legitimate 
conclusion from the premises that the innocent 
have no rights in court or in the forum of public 
conscience. The New Haven was looted and 
innocent stockholders, who were probably savy- 
ings bank depositors, lost thousands of dollars. 
Therefore, the railroad obligations of the Chi- 
cago & Northwestern, or the Burlington, or the 
St. Paul, whether held by individuals or savings 
banks, should have no protection. The Alton 
was looted and therefore those who hold Sante 
Fe securities should go unprotected. Rock 
Island was manipulated and because the manipu- 
lators had no regard for the small depositors in 
savings banks which held Rock Island securities, 
those who hold the securities of any other rail- 
road should be subject to regulatory measures 
made with the Rock Island case in mind. 

It is exactly this argument which the Germans 
used when they exterminated all the inhabitants 
of a Belgian village because one of them took a 
shot at a German soldier. The argument might 
be extended to change the legal presumption of 
the innocence of an accused person to a presump- 
tion of guilt in which would be included all the 
members of his family. We have no idea that 
the World believes that a fitting punishment for 
the sins of the Rock Island manipulators is to 
penalize the bondholders of the New York 
Central. It probably does not mean that the 
bondholders of the Burlington should be pun- 
ished because the owners of the Chicago & Alton 
committed financial crimes. But, in effect, that 
is the kind of argument it advances and that is 
the kind of argument that has lowered the price 
of standard railroad securities and brought into 
existence the mass of ill-advised regulatory laws 
and the multiplicity of commissions whose mem- 
bers are keen to destroy and reluctant to con- 
struct. A. D. WELTON. 
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2,600 Delegates and Guests 
Registered at Seattle Convention of 
the American Bankers Association 


The Sessions of the Convention and of the 
Several Sections Were Featured by Discus- 
sions of Great Interest to Bankers—The 
Seattle Committees Had Made Adequate 
Preparations and the Entertainment Features 
Were Unusual in Their Variety—Amend- 
ments to the Constitution and By-Laws and 
List of New Officers and Members of the 
Council, 

Twenty-six hundred delegates and guests registered 
in Seattle for the forty-first annual convention of the 
American Bankers Association. The committees of 
the Seattle bankers had worked earnestly and success- 
fully on preparations for the convention. The head- 
quarters were in the Hotel Washington and in an at- 
tractively decorated open building across the street, and 
the capacity of the hotels of the city was tested in find- 
ing accommodations for those present. So carefully 
had the arrangements been made that there was a 
complete adjustment at the end of the first day, which 
was given up to the meetings of the various committees 
of the Association and its Sections. 

There was only a single flaw in the work of the 
Seattle committees. The mountain—known in Seattle 
as Mount Rainier, but spoken of by that name in 
Tacoma with extreme caution—was never visible. There 
was a good deal of speculation about it and its reality 
was questioned. Seattle residents furnished consider- 
able testimony in refutation of skeptical statements as 
to the mountain’s existence, but they were unable to 
supply any evidence. It was with extreme reluctance 
that the Missouri delegation accepted the testimony in 
lieu of evidence. 

A: new National Bank Section of the Association 
was organized by national bank men, and the organiza- 
tion was approved by the Executive Council. Those 
interested in this Section are confident that it will be of 
great assistance to the national banks and will have 
much interesting work to do. 

The President was authorized by the Executive 
Council to appoint a committee on credit forms. 


Section Meetings 
The active Sections of the Association had pro- 
grams which, in point of interest, challenged that of the 
general convention. The Trust Company Section, 
after hearing the address by Henry M. Campbell on the 
power of Congress to confer trust company functions 


on national banks, had a spirited discussion on the 
subject. 

The Savings Bank Section discussed matters of 
particular interest to its members, and its meetings 
were so well attended that the Moore Theater was filled 
at both sessions. In the Clearing House Section there 


were notable discussions and addresses, while the State 
Secretaries left nothing unsaid in their meeting. 


The General Convention 

President William A. Law called the general con- 
vent to order on Wednesday morning. The invocation 
was pronounced by the Rt. Rev. F. W. Keator, bishop 
of the diocese of Olympia. Addresses of welcome were 
made by Governor Ernest Lister, of the state of Wash- 
ington; Mayor Hiram C. Gill, of Seattle, and M. F. 
Backus, president of the Seattle Clearing House Asso- 
ciation. The Pacific Northwest, its attractions and its 
promises were subjects which invited a display of de- 
scriptive powers, and so interested was the audience in 
the wonderful stories related by the welcoming trio that 
there were calls for a continuation and Mayor Gill was 
compelled to elaborate his remarks. President Law 
responded to the addresses. 


After the annual reports of the Association’s offi- 
cers had been read Frederick A. Delano, Vice-Governor 
of the Federal Reserve Board, read a paper on the 
progress and development of the Federal reserve system. 

At the afternoon session reports of the Sections, 
of the Currency Commission and of the Committees on 
Law and Federal Legislation were made. The session 
was concluded with an address by Henry D. Estabrook, 
of New York City. 

The morning of the second day was given up to an 
“Agricultural Symposium,” with B. F. Harris, of Cham- 
paign, Ill, chairman of the Agricultural Commission, 
presiding. In addition to the chairman’s report, ad- 
dresses were made by Prof. T. J. Newgill, state agent 
in charge of junior work of the University of Wash- 
ington, on “Boys and Girls;” Miss Mary F. Rausch, 
assistant professor of home economics in the University 
of Washington, on “The Woman’s Side,” and by the 
Rev. W. W. Diehl, of Hinckley, Ill., on “What the 
Country Church Can and Must Do.” 

At the afternoon session the remaining committee 
reports were made and ex-President William H. Taft 
made an address, which was printed in the Journal of 
last month. In the business session that followed, the 
convention recommended that its meeting next year be 
held in Kansas City. James K. Lynch, vice-president 
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of the First National Bank of San Francisco, was 
chosen President and Peter W. Goebel, president of 
the Commercial National Bank, Kansas City, Kan., was 
chosen Vice-President. 

The amendments to the constitution and by-laws, 
approved by the convention, will be found in another 
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column, as will the names of the officers and members 
of the Council and the several committees. Two reso- 
lutions, expressive of the views of the convention on 
the matter of national defense, the policy of President 
Wilson in regard to the European war and the cotton 
situation in the South, are also printed elsewhere. 


1916 CONVENTION WILL BE HELD IN KANSAS CITY 


The next annual convention of the American 
Bankers Association will be held in Kansas City, Mo., 
on dates to be subsequently determined. Invitations 
for the convention were received from Niagara Falls, 
from Chicago, from Milwaukee, from Galveston, Tex., 
from Dayton and Cleveland, O., and from Atlantic 
City. The last named was the only serious rival of 
Kansas City, but J. J. Sullivan, of Cleveland, stated 
that next year Cleveland will present to the Association 
an invitation to hold its convention of 1917 in that city. 
In supporting the selection of Kansas City, A. J. Frame, 
of Waukesha, Wis., said that Milwaukee earnestly de- 
sired the 1917 convention. 

There was assurance from those who spoke in 
behalf of Kansas City that there are ample hotel 


accommodations and that there would be no increase 
in rates. There are thirteen hotels in the central part 
of the city with a total of 2,476 rooms, while there are 
a number of smaller hotels within easy reach of the 
center of the city. The prediction was made that a 
point so centrally located as Kansas City would call 
out an attendance of nearly 5,000, 

All arrangements for the convention were referred 
by the Executive Council to the Administrative Com- 
mittee with full power. As in the past three years, all 
hotel accommodations will be in the hands of the Kan- 
sas City bankers, who will appoint a hotel committee 
for that purpose. Headquarters hotels will be selected 
by the Administrative Committee. 


INTERESTING RESOLUTIONS APPROVED AT SEATTLE 


National Preparedness 
At the conclusion of the address of Henry D. 
Estabrook, of New York, on “Self-Defense,” the fol- 
lowing resolution, presented by Cornelius A. Pugsley, 
of Peekskill, N. Y., was adopted: 


“Resolved, That the American Bankers Associa- 
tion, in convention assembled at Seattle, Wash., believ- 
ing. that national defense is of vital importance in our 
national life, strongly approves and pledges support to 
our several state governments, as well as to our 
national government, in all efforts to secure practical 
preparedness along the lines of national defense.” 

In presenting the resolution Mr. Pugsley said: 
“Great public questions and policies that are of vital 
importance to the nation should ever receive the 
earnest, thoughtful consideration of the American 
Bankers Association. It seems eminently fitting that 
we should deal with public questions not only as bank- 
ers and as citizens of a mighty nation, but as trustees, 
in a measure, of the mighty forces of finance, business 
and industry. Nearly one hundred million people have 
their savings in our keeping and are deeply interested 
in all that concerns the preservation and security of 
our republic. I believe that this great Association 
should earnestly support our nat‘onal government in all 
practical efforts to secure proper national defense. No 
true American citizen is for war, with all the attendant 
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evils that follow human passion as expressed in modern 
warfare, and I would not for one moment suggest 
that we become a warlike people, but preparedness for 
war may be the surest guarantee of peace, provided we 
do not become preoccupied with warlike measures and 
policies and, because of our supposed preparedness, seek 
to show our power. John Hay was right, ‘No chip on 
the shoulder, no swaggering before the world, but a firm 
stand and deeds when deeds are necessary.’ I believe 
the best, the most valuable service the bankers of the 
United States can render the country at this time is 
most heartily to sustain the administration at Washing- 
ton in its efforts for practical national defense. 
“I move the adoption of the resolution.” 


Cotton as Contraband 
The following resolution was presented to the 
convention at Seattle by Robert F. Maddox, of At- 
lanta, Ga., and unanimously adopted: 


Whereas, The cotton industry is one of the great- 
est sources of wealth of this country, and it, as a re- 
sult of the war now existing abroad, has already suf- 
fered seriously; and, 

Whereas, The crop of 1914 was marketed at low 
prices, with consequent loss and hardship to the cotton 
planters; and, 

Whereas, 
financial and 


Following 
commercial 


the advice of recognized 
authorities, the planters: 
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greatly reduced the acreage in cotton this year, and, 
in their endeavor to promote as far as lay within their 
power the general welfare; and, 

Whereas, The present declaration by certain sov- 
ereign powers that cotton is contraband; and, 

Whereas, The President of the United States and 
the Federal Reserve Board have shown a commend- 
able zeal in the premises; therefore, be it 

Resolved, That this convention commend the 
President of the United States and the State Depart- 
ment for the efforts which have already been made 
looking to a modification of the said contraband order, 
and that it is the hope of this convention that these 
efforts will be continued until the threatened peril to 
this great industry has been averted. 


In support of his resolution Mr. Maddox said: 
“We have been making progress slowly down our way. 
Since the European war began I suppose the South 
has suffered more heavily than any other portion of 
these United States. We have one chief staple, and, 
while the price of that has fallen to the lowest point 
it ever sold for in years—in fact, below the cost of pro- 
duction—our friends of the west and northwest have 
been enabled to sell their wheat at a dollar and a half 
a bushel. I believe the time has come in this great 
Republic of ours when there is no sectional feeling, 
when prejudice has disappeared, and when it is recog- 
nized that any misfortune that affects the people of 
one section likewise affects the people of the entire 
country.” 


SPRING MEETING OF THE EXECUTIVE COUNCIL 


The spring meeting of the Executive Council of 
the American Bankers Association will be held either 
at Briarcliff, N. Y., or Atlantic City, N. J. In the dis- 
cussion of the place of meeting at Seattle, Briarcliff 


was in favor. Hotel accommodations there are of the 
highest class, and there are no particular diversions to 
distract the attention of the Council members. The 
decision rests with the Administrative Committee. 


SOCIAL FEATURES OF THE CONVENTION 


To say that the Seattle convention of the Amer- 
ican Bankers Association was a success from the social 
standpoint would be to state only half the truth. As 
a matter of fact, every delegate was made to feel be- 
fore he left the hospitable northwest city that the 
bankers of Seattle had left no stone unturned to give 
him personally the best “time” it was in their power 
to give. This is all the more remarkable when it is 
considered that the heavy registration of over 2,500 
bankers and their ladies was bound to strain the re- 
sources of even a good-sized city. 

Seattle’s clubs were thrown open to the visitors, 
the proverbial “freedom of the city” was extended 
in more ways than one, and at almost all hours of the 
day the city’s boulevards connecting the several parks 
were thronged with sight-seeing bankers enjoying the 
motor hospitality of their hosts. 

The entertainment of the association really began 
with the arrival of the Red Section of the New York 
State Bankers Association special train, which reached 
Seattle on the morning of Saturday, September 4. The 
Seattle bankers were on the ground with automobiles 
to take care of the newcomers, who comprised the 
official staff of the association, together with over 
eighty bankers and their wives and daughters from 
New York and vicinity, and who constituted the van. 
Thereafter there was a constant stream, train loads 
arriving all day Saturday and Sunday and continuing 
up to the opening of the convention. 


As always, special attention was given to the com- 
fort and entertainment of the ladies, and the first thing 
on the program was an automobile trip on Monday 
to the Seattle Golf Club, where tea was served from 
four to six o'clock. The ladies of the Seattle com- 
mittees received and a fine musical program was en- 
joyed. 

There was a veritable “big night” Monday, when 


“all the guests, ladies and gentlemen, were given what 


was described officially as a “Bohemian Evening” at 
the Hippodrome, which was big enough to provide 
space for all, in parties of eight at small tables. Here 
a cold supper was served, and between numbers of 
a high class musical program there was general dancing 
for the guests. It was bohemianism with a touch of 
caviar. The fun wound up with a great play of col- 
ored lights over the whirling crowd of dancers. 

Tuesday morning saw the first of the official auto- 
mobile rides over the city’s boulevard system, than 
which there is none more beautiful or better planned. 
With natural advantages as a foundation, Seattle has 
laid out a series of parks, all connected by boulevards, 
which offer splendid opportunities for scenic drives, 
combining mountain and lake views. At the same time 
the visitors had an opportunity to see the attractive 
residential districts, the schools, water-works, etc., 
Seattle’s water being piped from the Cascade moun- 
tains over sixty miles away. 

The concert at the Moore Theater Tuesday eve- 
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a great success and reflected credit on 
the committee. Every seat in the house was filled. 
The artists were Mr. Clarence Whitehill and Miss 
Kathleen Howard. The first number was Mr. White- 
hill’s rendition of the prologue from “Pagliacci” 
(Leoncavallo). Miss Howard followed with Van 
Eyken’s “Judith’s Song of Triumph.” The next num- 
bers in order were: Massenet’s “Touraine,”’ Ruben- 
stein’s “Es Blinkt der Thau,” and Hadley’s “Egyptian 
War Song,” sung by Mr. Whitehill; R. Strauss’s 
“Heimliche Aufforderung” and “Ich Trage Meine 
Minne,” and “Habanera” from Carmen (Bizet), sung 
by Miss Howard; “Allah” (Chadwick), “Uncle Rome” 
(Homer), and “Bedouin Love Song” (Pinsuti), sung 
by Mr. Whitehill; “Nur Wer Die Lehnsucht Keunt” 
(Tschaikowsky), “Lea” (Leoncavallo) and “Sing to 
Me, Sing” (Homer), sung by Miss Howard. Both 
singers were in good voice and gave a performance 
that was much appreciated and applauded. Margaret 
White Skill accompanied at the piano. 

Again the ladies came in for special treatment on 
Wednesday, when they were given an entertainment 
and reception at the Sunset Club, Borden avenue and 
University street. Music was provided and a buffet 


ning was 


luncheon was served. 

In the evening all roads led to the armory, where 
there was a reception and ball that spread over into 
Thursday morning and was voted a huge success from 


any standpoint. The ball room was very prettily dec- 
orated, one of the special features being a soft light- 
ing that gave the effect of a mammoth bower. Two 
bands supplied music so that the light-footed had an 
opportunity to dance continuously if they wanted to. 
. Supper was served at a late hour. 

The concluding feature of the entertainment pro- 
gram was an all day ‘trip to Tacoma and back. Two 
steamers had been chartered, the “Kennedy” and the 
“Tacoma,” and on these the delegates, ladies and 
guests embarked Friday morning at Colman Dock for 
the ride up Puget Sound. A stop of almost an hour 
was made at the United States Navy Yard at Bremer- 
ton, where the visitors saw the battleship West Vir- 
ginia in drydock. Those who came from states like 
Kansas and Oklahoma, where the draught is too shal- 
low to permit battleships to pass, were courteously 
conducied all over the big fighter. Arriving at Ta- 
coma, the delegates were received at the Tacoma Hotel, 
where a buffet luncheon was served—and those who 
have never had the experience of feeding a couple 
of thousand hungry people all at once should consult 
the Tacoma bankers for information as to how they 
managed as well as they did. Five hundred automo- 
biles, more or less, were supplied by the bankers and 
business men of Tacoma for the ride around the city 
and through the parks, and the visitors were pro- 
foundly impressed by what they saw no less than by 
the open-handed hospitality of Tacoma. Shortly after 
five o'clock all were on board the steamers again for 
the return trip to Seattle, which was made without 


incident. Ideal weather conditions prevailed through- 
out the day. 


The golfers, whose name in the American Bankers 
Association is not legion but something close to it 
enjoyed the courtesies of the Seattle Golf Club, ‘in 
miles north of the city; the Earlington Golf and Coun- 
try Club, near Renton, twelve miles south; the Uni- 
versity Golf Club, on the university campus, and the 
Municipal golf course at Jefferson Park. Besides in- 
formal matches there was an eighteen-hole medal play 
competition under handicap on the links of the Seattle 
Golf Club on Thursday, September 9, to which all 
delegates and visitors were invited. Ten prizes were 
offered. Automobile transportation was provided for 
competitors and a buffet luncheon was served at the 
club to visiting bankers and their ladies. 


In addition to the official entertainment features 
which have been mentioned, there was a continual 
round of informal entertaining by the Seattle bankers 
and their wives. The Rainier, Arctic, University, Col- 
lege, Seattle Athletic and Elks Clubs extended their 
welcome and hospitality to the delegates and guests 
and many were the luncheon and dinner parties given 
every day. Naturally one of the greatest strains was 
felt by the automobile committee, which was called 
on to furnish machines constantly for informal as well 
as official trips, and which managed to satisfy every- 
body in spite of the demand. The courtesies of the 
police department of the city of Seattle were extended 
to the visitors through Chief Louis M. Lang, but so 
far as could be learned they behaved with such de- 
corum that the good offices of Chief Lang and his men 
were not required. 


The Red Section 


No account of the social features of the conven- 
tion would be complete without mention of the special 
trains over the New York Central lines, including the 
three sections of the New York State Bankers Asso- 
ciation and the train de luxe of the Pennsylvania Rail- 
road. The first of the New York Central trains was 
known as the Red Section. This train, consisting of 
an all-steel equipment of compartment and drawing 
room cars, club car, special baggage car, ladies’ parlor 
and observation, left New York at 5 p.m., Saturday, 
August 28, over the New York Central lines. All three 
sections arrived in Chicago Sunday. The visitors were 
entertained with automobile rides and a banquet in the 
evening at the Congress Hotel. The three train loads 
then parted company, and the next stop made by the 
Red Section, on Monday morning, was St. Paul, where 
Louis W. Hill, chairman of the board of the First 
National Bank and president of the Great Northern 
Railroad, accompanied by his two boys and a staff of 
railroad men, attached his private car to the train and 
came along. 

The favored passengers soon learned what it 
meant to travel with the president of the Great North- 
ern and under the eyes of chiefs of division. Mr. 
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Hill’s first move was to supply the ladies with fresh 
flowers, and his next was the distribution of souvenir 
pocket drinking cups and a portfolio of beautiful scenes 
in Glacier Park. He then wired ahead to Willmar, 
Minn. and arranged to have a flock of automobiles 
ready for the passengers, who on their arrival at that 
place were taken for a ride out to the prairie and the 
wheat fields. Here many saw for the first time the 
operation of threshing wheat by big machines, on the 
huge scale necessary to handle the harvest of that 
region. 

The next stop was Tuesday morning at Glasgow, 
Mont. where the Glasgow Commercial Club had made 
special preparations to entertain the tourists. Here 
again there was an automobile trip designed to show 
the splendid natural resources of the region. The local 
committee went so far as to publish a miniature news- 
paper called “The Spieler,” which described the various 
points of interest on the trip anc told about Glasgow 
and Valley county. 

Another stop was made that afternoon at Havre, 
Mont., where the town band turned out to meet the 
party, and again there followed an automobile rice 
over the surrounding territory. 


Glacier Park was reached Tuesday evening. After 
a night’s rest in Glacier Park Hotel, the entire party 
started the next morning on the fifty-five mile auto- 
mobile ride to Many Glacier Hotel, in the heart of the 
park. Some of the bolder spirits essayed the horse- 
back ride to Iceberg Lake. Plans for the next day, 
which included a trip to Going-to-the-Sun Camp, were 
thrown out of gear by a bad rain storm, which turned 
the roads into mud and made the steep descents a 
hazardous undertaking. Many of the party confessed 
that the return trip was one which they would never 
forget. 

It was at Glacier Park that the bankers said good- 
bye to Mr. Hill, after thanking him -formally, in a 
resolution drawn up and signed by the entire party, 
of eighty-seven people, for his many courtesies shown 
on the trip. This is the resolution: 

We, the undersigned, members of the Red Section 
of the New York Central special trains for the Forty- 
first Annual Convention of the American Bankers Asso- 
ciation, to be held in Seattle, Wash., September 6-10, 
1915, desire to express and record our profound appre- 
ciation to Louis W. Hill, Esq., president of the Great 
Northern Railway, and his associates, for the uniformly 
courteous and intelligent personal service constantly 
rendered with the result that our entire journey over 
the Great Northern Railway has proven not only ex- 
ceedingly comfortable but also most informing. 


The various side trips arranged for by Mr. Hill 
(and not included in the original itinerary) have given 
us a wealth of reliable information respecting the rapidly 
developing territory traversed by the Great Northern 
and which would not otherwise be obtainable. 

The scenic beauty of Glacier National Park, which 
has been made accessible through the instrumentality of 
Mr. Hill, has also left an abiding impression upon us all. 


At Spokane the next day the travelers were enter- 
tained by the Spokane bankers with automobile rides 
and a banquet at the Davenport Hotel, an institution 
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of which Spokane has reason to be proud. There was 
plenty of sightseeing and golfiing, provided by the local 
hosts, who, by the way, busied themselves for three 
days entertaining the various special trains that passed 
through on their way to Seattle. 

The story of the Red Section is resumed after 
leaving the convention city Friday night, September 
10. On arriving at Portland the next morning the 
party were lavishly entertained by the Portland 
bankers. Machines were provided for taking the 
the visitors all over the City of Roses and through 
the parks. 

Leaving Portland that evening, the party reached 
Shasta Springs the next afternoon, Sunday, and spent 
some time bathing in the big outdoor pool or trying 
some of the spring water internally. Scenically, the 
trip was all that had been anticipated and was much 
enjoyed. 

Practically all of the specials reached San Fran- 
cisco Monday morning, September 13. This gave 
plenty of time for an inspection of the Exposition and 
for a lot of informal visiting and entertaining on the 
part of the San Francico bankers. 

Leaving San Francisco September 16, the various 
“sections” were entertained by the bankers of Del 
Monte, Santa Barbara, Los Angeles and Pasadena; 
also at San Diego, where an address of welcome was 
delivered by President Davidson of the Exposition and 
response was made by B. E. Smythe, vice-president of 
the New York State Bankers Association. Entertain- 
ment was also furnished by the bankers of Riverside 
and Redlands, Cal. 

During the return trip from San Francisco, the 
special trains of the New York Central lines, the de 
luxe train of the Pennsylvania and the special train of 
the Ohio bankers’ delegation were together at various 
points and the bankers had an opportunity to visit. 
The railroad representatives of the various trains were 
handsomely remembered with suitable presents and all 
were given a unanimous vote of thanks. 

The three sections of the New York Central took 
luncheon together at the Congress Hotel, Chicago, 
on Sunday, September 26. There were some 325 
present at the luncheon from the three trains. Gen- 
eral Secretary Farnsworth called the assemblage to 
order and in brief remarks congratulated the tourists 
on their most wonderful tour and a safe return. A 
unanimous vote of thanks, on motion of C. A. Pug- 
sley, was extended to the transportation committee of 
the New York State Bankers Association, to Vice- 
President B. E. Smythe and to Secretary Henry of 
the same Association, also to the separate committees 
in charge of the various sections. 

The committee in charge of the Red Section, who 
performed their work so admirably, was as follows: 
G. E. Gregory, National City Bank, New York; M. 
W. Harrison, American Bankers Association, New 
York; H. H. Applegate, Hanover National Bank, New 
York; J. P. Matthews, Palmetto National Bank, Col- 
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umbia, S. C.; R. W. Cutler, Hartford Trust Co., Hart- 
ford, Conn.; B. E. Smythe, chairman, Gramatan 
National Bank, Bronxville, N. Y. 
The Red Section was in charge of W. R. Van de 
Bogart, representing the New York Central Railroad 


Federal Reserve Banks as Special Members 
In Article II change Section 7 to Section 8 
and insert a new Section 7 to read: “Section 7. 
The Federal reserve banks shall be eligible as spe- 
cial members with all the rights and privileges of 
membership, subject to such restrictions upon 
active participation in the affairs of the Associa- 
tion, office holding or such other restrictions as the 
Federal Reserve Board may choose to impose, and 
such special members shall not be bound by reso- 
lutions or declarations of policy by the Association, 

its Executive Council or any of its committees.” 

Membership of Administrative Committee 


Amend Article V, Section 15 (d) of the Constitu- 
tion by inserting after the words “President of the 
Association” the words “and the last living ex-Presi- 
dent,” so that ‘Section 15 (d), as amended, will read as 


follows: 


“(d) The Executive Council at its first meet- 
ing as aforesaid, shall elect from its membership 
one person from the one-year class, one person 
from the two-year class, who with the President of 
the Association and the last living ex-President 
shall constitute The Administrative Committee, and 
whose membership shall expire with their member- 
ship in the Council, and annually thereafter shall 
elect one person from the two-year class to fill the 
vacancy occasioned by the expiration of term. Any 
vacancy occurring by death, resignation or other 
cause shall be filled by election from the same 
class for the unexpired term.” 


Membership Dues 


Amend Article II, Section 5, by adding at the end 
thereof the following: 


“Any member failing to pay the membership 
dues within thirty days after the same shall be 
due, shall forfeit right during the period such dues 
are thereafter in arrears to call upon the Protective 
Committee for aid in connection with any attempted 
or successful perpetration of fraud or crime upon 
such member during such period.” 


So that said section, as amended, shall read as 
follows: 


“Any member failing to pay the membership 
dues within three months after the same shall be 
due, shall forfeit such membership, but may be re- 
instated upon application to the General Secretary, 
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and covered 8,357 miles, passing through seventeen 
States and the Province of Canada and stopping and 
visiting in twenty-four cities and towns on five railroad 
lines. It arrived in New York 5.25 p.m, Monday, 
September 27, 


AMENDMENTS TO CONSTITUTION AND BY-LAWS 


The following amendments were adopted at the 
General ‘Convention held at Seattle September 6 to 10: 
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and the payment of all dues in arrears, having first 
received the consent of the President of the Asso- 
ciation thereto. Any member failing to pay the 
membership dues within thirty days after the same 
shall be due shall forfeit right during the period 
such dues are thereafter in arrears to call upon the 
Protective Committee for aid in connection with 
any attempted or successful perpetration of fraud 
or crime upon such member during such period.” 


Election of Officers Where State Convention Follows 


General Convention 
Amend Article IV, Section 3, by eliminating the 


last sentence, which reads: 


“State Vice-Presidents shall hold office from 
the opening of the annual session of the General 
Convention first ensuing after their election until 
the opening of the annual session of the General 
‘Convention then next ensuing,” 


and substituting therefor the following: 


“State Vice-Presidents shall hold office as fol- 
lows: (a) Where elected at a state convention 
preceding the General Convention in any year, from 
the opening of the annual session of the General 
Convention first ensuing after their election until 
the opening of the annual session of the General 
Convention then next ensuing, provided that if, in 
such ensuing year, the state convention has not 
been held at the time of the General Convention the 
State Vice-President shall continue in office until 
certification of the election of his successor, but 
not beyond the end of the calendar year. (b) 
Where elected at a state convention succeeding the 
General Convention in any year, from the date of 
receipt of certification of such election by the state 
secretary to the General Secretary until the open- 
ing of the annual session of the General Convention 
in the ensuing year, provided that if at such time 
the state convention has not yet been held, then 
until certification of the election of his successor, 
but not beyond the end of the calendar year.” 


Amend Article V, Section 5, by adding at the end 


of the section the words: 


“Where, however, in any year, the annual con- 
vention of a state bankers’ association has not been 
held at the time of the annual meeting of the 
American Bankers Association, the member or 
members from such state whose three-year term 
would otherwise expire as above provided shall 
continue in office until the beginning of the term of 
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their successor or successors, but not b»yond the 
end of the calendar year; and where the annual 
state convention is held subsequent to the annual 
meeting of the American Bankers Association in 
such year, the term of office of the newly clected 
member or members shall begin from the date of 
receipt of certification of such election by the state 
secretary to the General Secretary of this Associa- 
tion, and shall end with the beginning of the meet- 
ing of the Executive Council provided in Article 
V, Section 8, in the third year thereafter, which 
term shall be deemed a full three-year term as 
herein provided.” 


So that said section, as amended, shall read as 


follows: 

“Sec. 5. The term of office of the elected mem- 
bers of the Executive Council shall be three years, 
beginning with the meeting of the Executive Coun- 
cil provided for in Article V, Section 8, hereof, 
then next ensuing, after such members’ election. 
Any vacancy in the elective membership occasioned 
by death, resignation or other cause shall be filled 
by the proper state group or district as members 
of the Executive Council are chosen, but for the 
unexpired term only, and no person who shall have 
served a full term of three years as a member of 
the Executive Council shall be eligible to member- 
ship in the Executive Council for any term begin- 
ning with the expiration of such full term. Where, 
however, in any year, the annual convention of a 
State bankers’ association has not been held at the 
time of the annual meeting of the American Bank- 
ers Association, the member or members froni such 
state whose three-year term would otherwise ex- 
pire as above provided shall continue in office until 
the beginning of the term of their successor or 


successors, but not beyond the end of the calendar. 


year; and where the annual state convention is held 
subsequent to the annual meeting of the American 
Bankers Association in such year, the term of office 
of the newly elected member or members shall 
begin from the date of receipt of certification of 
such election by the State Secretary to the General 
Secretary of this Association, and shall end with 
the beginning of the meeting of the Executive 
Council provided in Article V, Section 8, in the 
third year thereafter, which term shall be deemed 
a full three-year term as herein provided.” 


Amend Article IX, Section 1, by adding at the end 


of the first sentence thereof as follows: 


“If in any year the annual convention of a 
state bankers’ association has not been held at the 
time of the annual convention of this Association, 
the member and alternate elected at the previous 
annual convention of the state association shall act 


at the annual convention of this Association. If, 
in the ensuing year, the annual convention of the 
state association is held prior to the annual conven- 
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tion of this Association a member and alternate 
shall be then and there elected who shall act at the 
next ensuing General Convention of this Associa- 
tion, and the member and alternate elected at the 
state convention in the preceding year shall not act 
unless re-elected.” 


So that said section, as amended, shall read as 


follows: 


“The members of the American Bankers Asso- 
ciation in each state shall annually elect a member 
of the Nominating Committee and an alternate in 
such manner as shall be prescribed by the By- 
Laws. If in any year the annual convention of a 
State bankers’ association has not been held at the 
time of the annual convention of this Association, 
the member and alternate elected at the previous 
annual convention of the state association shall act 
at the annual convention of this Association. If, 
in the ensuing year, the annual convention of the 
State association is held prior to the annual con- 
vention of this Association a member and alternate 
shall be then and there elected who shall act at the 
next ensuing General Convention of this Associa- 
tion, and the member and alternate elected at the 
state convention in the preceding year shall not act 
unless re-elected. It shall be the duty of such 
Nominating Committee to meet as soon as prac- 
ticable after the first adjournment of the General 
Convention assembled in annual session, next en- 
suing after their election, at the call of the General 
Secretary of the Association, and organize by the 
selection of a chairman and secretary from their 
number. They shall recommend a candidate or 
candidates for President of the Association, and a 
candidate or candidates for Vice-President of the 
Association, and the Nominating Committee shall 
make report of its recommendations so made, to 
the General Convention, at any subsequent session 
of the General Convention, but prior to the order 
fixed by program for the election of officers. The 
nominations or recommendations made by the com- 
mittee shall not exclude the name of any person 
otherwise nominated in the convention, and under 
the regular order for the election of officers any 
delegate may place in nomination any qualified 
member for President or Vice-President, or both.” 

Amend the sixth sentence of By-Law Fourth (b) 


by inserting after the words “then next ensuing” the 
words: 


“Or when the state convention is held after 
said General Convention in any year, then imme- 
diately after such election.” 


So that said sixth sentence, as amended, shall read 


as follows: 
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thirty days after such election, and before the date 
of the General Convention of the American Bank- 
ers Association, then next ensuing, or when the 
state convention is held after the said General 
Convention in any year, then immediately after 
such election, and the persons so certified as elected 
shall be entered upon the records of the American 
Bankers Association by the General Secretary as 
the persons duly elected from such state to the 
Executive Council.” 
Amend the second sentence of By-Law Fifth by 
adding at the end thereof the words: 
‘in the same manner as provided in by-law 
fourth (b) for the election and certification of 
election of members of the Executive Council.” 
So that the first sentence of By-Law Fifth and the 
second sentence, as amended, shall read as follows: 
“Fach state shall elect a Vice-President for 
such state, and also a member of the Nominating 
Committee for such state and an alternate. In 
each state having a state bankers’ association such 
election shall be made at the annual meeting of such 
association and certified by the Secretary to the 
General Secretary of the American Bankers Asso- 
ciation in the same manner as provided in by-law 
fourth (b) for the election and certification of 
election of members of the Executive Council.” 


Absence from Convention of Member of Nominating 
Committee and Alternate 
Amend By-Law Fifth by add'ng after the secon 
sentence, as‘amended, the following: 

“In the event of the absence from the General 
Convention of both the member of the Nominating 
Committee and the alternate from any state, the 
members present from such state shall meet during 
the first session of the General Convention upon 
call of the State Vice-President and elect a substi- 
tute, who shall serve as member from such state at 
the forthcoming meeting of the Nominating Com- 
mittee. In the absence of the State Vice-President, 
any authorized delegate from such state may call 
such meeting. A majority of the delegates attend- 
ing the convention from such state shall constitute 
a quorum. A Secretary shall be elected at such 
meeting, who shall immediately certify to the Gen- 
eral Secretary the substitute member of the Nomi- 
nating Committee elected from such state.” 

National and State Legislation 
Amend By-Law Sixth by adding at the end thereof: 

“Subjects of national and state legislation orig- 
inating in any Section shall not be urged independ- 
ently but presented through the Law Committee for 
dual approval of the Executive Council and Gen- 
eral Convention, and action, if approved, in 
accordance with Article V, Section 16 (a), of the 
Constitution.” 


OFFICERS OF THE ASSOCIATION, 1915-16 


President—James K. Lynch, Vice-President First 

3 National Bank, San Francisco, Cal. 

Vice-President—P. W. Goebel, President Commercial 
National Bank, Kansas City, Kan. 

General Secretary—Frec. E. Farnsworth, Five Nassau 
Street, New York City. 

Treasurer—E. M. Wing, Vice-President Batavian Na- 
tional Bank, La Crosse, Wis. 

Assistant Secretary—William  G. 
Nassau Street, New York City. 

General Counsel—Thomas B. Paton, 
Street, New York City. 

Manager Protective Department—L. W. 
Five Nassau Street, New York City. 
Manager Department of Public Relations—A. D. Wel- 

ton, Five Nassau Street, New York City. 
Librarian—Marian R. Glenn, Five Nassau Street, New 
York City. 
EXECUTIVE COUNCIL. 
MEMBERS EX-OFFICIO. 


James K. Lynch, Vice-President First National Bank, 

San Francisco, Cal. 

P. W. Goebel, President Commercial National Bank, 

Kansas City, Kan. 

Arthur Reynolds, Vice-President Continental and Com- 

mercial National Bank, Chicago, III. 

William A. Law, President First National Bank, Phila- 
delphia, Pa. 

Members to serve until successors are chosen at 
ensuing conventions of the respective state associa- 
tions: 

Edgar F. Crabtree, Vice-President F. G. Farrell & 

Company, Jacksonville, Ill. 


Fitzwilson, Five 
Five Nassau 


Gammon, 
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W. T. Fenton, Vice-President National Bank of the 
Republic, Chicago, 

Joseph R. Voris, President Citizens National Bank, 
Bedford, Ind. 

W. H. Bucholz, Vice-President Omaha National Bank, 
Omaha, Neb. 


MEMBERS FOR ONE YEAR, 


McLane Tilton, Jr., President First National Bank, 
Pell City, Ala. 

Charles M. Blocker, Treasurer State Savings & Trust 
Company, Texarkana, Ark. 

Stoddard Jess, Vice-President First 
Los Angeles, Cal. 

Harry M. Rubey, Cashier Woods-Rubey National 
Bank, Golden, Colo. 

Martin H. Griffing, Cashier City National Bank, Dan- 
bury, Conn. 

Wilmer Palmer, President Wilmington Savings Fund 
Society, Wilmington, Del. 

Eugene W. Stetson, President Citizens National Bank, 
Macon, Ga. 

Nelson N. Lampert, Vice-President Fort Dearborn 
National Bank, Chicago, III. 

Walter W. Bonner, Cashier Third National Bank, 
Greensburg, Ind. 

B. B. Clark, President Red Oak National Bank, Red 
Oak, Ia. 

W. E. Brown, Cashier George W. Brown & Son State 
‘Bank, Augusta, Kan. . 

W. B. Copper, Cashier Third National Bank, Chester- 
town, Md. 


National Bank, 
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George E. Lawson, President Peoples State Bank, 
Detroit, Mich. 
B. Galarneault, Cashier Aitkin County State Bank, 
Aitkin, Minn. 
. J. Johnson, Cashier First National Bank, Lewis- 
town, Mont. 
c. E. Burnham, 
Norfolk, Neb. 
Walter M. Van Deusen, Cashier National 
Banking Company, Newark, N. 
Cornelius A. Pugsley, President Westchester County 
National Bank, Peekskill, N. 
Hoosick Falls, N. 
\. Hinsch, President Fifth-Third National Bank, 
Cincinnati, Ohio. 
P. Sharer, President First National Bank, Zanes- 
ville, Ohio. 
D. Davis, Cashier 
Claremore, Okla. 
M. Marlin, Treasurer Union Banking & Trust Com- 
pany, Du Bois, Pa. 

J. Pope Matthews, Cashier Palmetto 
Columbia, S. C. 

George E. Webb, President First National Bank, San 
Angelo, Tex. 

MEMBERS FOR TWO YEARS. 

A, E. Edwards, President First National Bank, Pasa- 
Cal. 

H. McKee, Cashier National Capital Bank, Wash- 
©. 

J. A. Griffin, 
Tampa, Fila. 

H. E. Otte, Vice-President National City Bank, Chi- 
cago, 

W. C. White, President Merchants and Illinois Nationa! 
Bank, Peoria, Ill. 

J. A. S. Pollard, Cashier Fort Madison Savings Bank, 
Ft. Madison, Iowa. 

W. H. Burks, Cashier Security State Bank, Welling- 
ton, Kan. 

Charles F. Hoge, 
Frankfort, Ky. 

J. H. Fulton, President Commercial Nationa! 
New Orleans, La. 

Walker Broach, Vice-President First National’ Bank, 
Meridian, Miss. 

H. B. McDaniel, 
Springfield, Mo. 

Wm. F. i: President First National Bank, Con- 
cord, N. 

Robert H. a President Tompkins County Na- 
tional Bank, Ithaca, N. 

George G. Clarabut, Cashier Farmers National Bank, 
Rome, N. Y. 

W. C. Wilkinson, Cashier Merchants and Farmers Na- 
tional Bank, Charlotte, N. C. 

F, W. Cathro, Cashier First National Bank, Bottineau, 


President Norfolk National Bank, 


Newark 


National Bank, 


National Bank of Claremore, 


National Bank, 


‘Cashier Exchange National Bank, 


President State National Bank, 


3ank, 


President Union National Bank, 


N. D. 

W. C. Macfadden, Secretary North Dakota Bankers 
Association, Fargo, 
« B Kiesewetter, Vice- President and Cashier Ohio 
National Bank, Columbus, Ohio. 

W. S. Guthrie, Vice- President Farmers National Bank, 
Oklahoma. City, Okla. 

R. W. Schmeer, Cashier United States National Bank, 
Portland, Ore. 

Charles S. Calwell, President Corn Exchange Na- 
tional Bank, Philadelphia, Pa. 

William H. Painter, Cashier West Branch National 
Bank, Williamsport, Pa. 
Montgomery Evans, President 
Company, Norristown, Pa. 


Norristown Trust 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


Ocrtoser, 1915. 


E. J.  ~aaae Cashier First National Bank, Huron, 


L& lat, President Security Bank, Clark, S. D. 

F. F. Downs, President First Natienal Bank, Temple, 
Texas. 

Tench F. Tilghman, Vice-President and Cashier Citi- 
zens Bank, Norfolk, Va. 

James D. Hoge, President Union Savings and Trust 
Company, Seattle, Wash. 

Edward Nelly, ‘Cashier Wood County Bank, Parkers- 
burg, W. Va. 

George N. Fratt, 


Bank, 
Racine, Wis. 


Cashier First National 


MEMBERS FOR THREE YEARS. 
James J. Fagan, Vice-President Crocker National Bank, 
San Francisco, Cal. 
Robert F. Maddox, Vice-President American National 
Bank, Atlanta, Ga. 
Guy E. Bowerman, President First National Bank, St. 
Anthony, Idaho. 
J. M. Dinwiddie, Cashier Cedar Rapids Savings Bank, 
Cedar Rapids, Iowa. 
George T. Tremble, President Central National Bank, 
Ellsworth, Kan. 
F. W. Adams, Cashier Merchants 
Bangor, Me. 
F, A, Drury, President Merchants 
W orcestes, Mass. 
Thomas P. Beal, Je, 
Bank, Boston, 
B. F. Davis, 
Mich. 
Edgar L. Mattson, Vice-President Scandinavian-Amer- 
ican National Bank, Minneapolis, Minn. 
R. S. Hawes, Vice- President Third National Bank, St. 
Louis, Mo. 
J. W. Perry, President Southwest National Bank of 
Commerce, Kansas City, Mo. 
I. Snowden Haines, Cashier Mechanics National Bank, 
Burlington, N. J. 
James H. Perkins, Vice-President National City Bank, 
New York, N. Y 
A. S. Beymer, Vice-President and Cashier Keystone 
National Bank, Pittsburgh, Pa. 
W. A. Sadd, President Chattanooga Savings Bank, 
Chattanooga, Tenn. 
Ewing Norwood, Vice-President and Cashier First Na- 
tional Bank, Navasota, Texas. 
Edwin T. Coman, President Exchange National Bank, 
Spokane, Wash. 
H. A. Moehlenpah, 
Wis. 
GROUP 3—ARIZONA AND NEW MEXICO. 
D. T. Hoskins, Cashier San Miguel National Bank, 
Las Vegas, N. Mex. 
GROUP 4—NEVADA, UTAH AND WYOMING. 
John W. Hay, President Rock Springs National Bank, 
Rock Springs, Wyo. 
REPRESENTING TRUST COMPANY SECTION. 
John H. Mason, Vice-President Commercial 
Company, Philadelphia, Pa. 
Uzal H. McCarter, President Fidelity Trust Company, 
Newark, N., J. 
REPRESENTING SAVINGS BANK SECTION. 
N. F. Hawley, Treasurer Farmers and Mechanics Sav- 
ings Bank, Minneapolis, Minn. 
George E. Edwards, President Dollar Savings Bank. 
New York, N. Y. 


REPRESENTING CLEARING HOUSE SECTION, 


J. D. Ayres, Vice-President The Bank of Pittsburgh, 
N. A., Pittsburgh, Pa. 


National Bank, 
National Bank, 
Vice-President Second National 
Mass. 

President City National Bank, Lansing, 


Cashier Citizens Bank, Clinton, 


Trust 
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REPRESENTING AMERICAN INSTITUTE OF BANKING SECTION. 
Robert H. Bean, Old South Trust Company, Boston, 
Mass. 
REPRESENTING STATE SECRETARIES’ SECTION. 
Haynes McFadden, Secretary Georgia Bankers Asso- 
ciation, Atlanta, Ga. 


VICE-PRESIDENTS FOR THE DIFFERENT 
STATES AND TERRITORIES. 
Alabama—E. B. Crawford, Assistant Cashier American 

Trust and Savings Bank, Birmingham. 
Arizona—Adbert Steinfeld, President Consolidated Na- 
tional Bank, Tucson. 
Arkansas—Allen Winham, Vice-President 
and Planters Bank, Texarkana. 
California—E. S. Moulton, President First National 
Bank, Riverside. 
Colorado—J. C. Burger, Cashier Hamilton National 
Bank, Denver. 
Connecticut—W. H. Douglass, 
Bank, New Haven. 
Delaware—John S. Rossell, Vice-President Security 
Trust and Safe Deposit Company, Wilmington. 
District of Columbia—George E. Fleming, Vice-Presi- 
dent Union Trust Company, Washington. * 
Florida—T. P. Denham, Vice-President Atlantic Na- 
tional Bank, Jacksonville. 
Georgia—Courtney Thorpe, Vice-President Savannah 
Bank and Trust Company, Savannah. 
Idaho—-Frank H. Parsons, Cashier Pacific 
Bank, Boise. 

*Illinois—Melvin A. Traylor, Vice-President The Live 
Stock Exchange National Bank, Chicago. 

*Indiana—George F. Quick, President Continental Na- 
tional Bank, Indianapolis. ; 

Iowa—A. C. Smith, Vice-President and Cashier City 
National Bank, Clinton. 

Kansas—M. H. Malott, President The Citizens Bank, 
Abilene. 

*Kentucky—H. C. Sharp, Cashier State National Bank, 
Maysville. 

Louisiana—Eugene Cazedessus, Cashier Bank of Baton 
Rouge, Baton Rouge. 

Maine—S. C. Parcher, Cashier York National Bank, 
Saco. 

Maryland—W. S. Hammond, Cashier First National 
Bank, Baltimore. 

Massachusetts—Ashton L. Carr, Vice-President State 
Street Trust Company, Boston. 

Michigan—J. H. Rice, President Houghton National 
Bank, Houghton. 

Minnesota—M. J. Dowling, President 
Bank, Olivia. 

Mississippi—W. D. Davis, Cashier Brookhaven Bank 
and Trust Company, Brookhaven. 

Missouri—George R. Baker, Assistant Cashier National 
Bank of Commerce, St. Louis. 

Montana—Harry Yaeger, Vice-President Great Falls 
National Bank, Great Falls. 

*Nebraska—T. L. Mathews, President Fremont State 
Bank, Fremont. 

Nevada—F. M. Lee, Vice-President Nixon National 
Bank, Reno. 

New Hampshire—A. L. Mansfield, Cashier First Na- 
tional Bank, Hillsborough. 

New Jersey—W. H. Taylor, Cashier First National 
Bank, Somerville. 


Merchants 


President Mechanics 


National 


Olivia State 


*To serve until successor is chosen at ensuing con- 
ventions of the respective state associations. 
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New Mexico—D. T. Hoskins, Cashier San Miguel Na- 
tional Bank, Las Vegas. 
New York—C. O. Ireland, Cashier Bank of Amityville 
Amityville.’ 
North Carolina—Thomas E, Cooper, President Amer- 
ican National Bank, Wilmington. 

North Dakota—J. L. Bell, Vice-President First Na 
tional Bank, Bismarck. 

Ohio—F. P. Zollinger, President Third National Ex- 
change Bank, Sandusky. 
Oklahoma—Guy C. Robertson, Cashier First National 
Bank, Lawton. 
Oregon—A. C. Shute, 
Bank, Hillsboro. 
Pennsylvania—H. G, Siegfried, Cashier Easton Nationa! 
Bank, Easton. 

Rhode Island—William P. Goodwin, Treasurer People: 
Savings Bank, Providence. 

South Carolina—E. P. Grice, Cashier Peoples Nationa 
Bank, Charleston. 

South Dakota—C. H. Barrett, President Vermilion N:- 
tional Bank, Vermilion. 

Tennesee—J. F. Brownlow, Cashier Maury National 
Bank, Columbia. 

Texas—W. W. Woodson, Cashier Central Texas Kx- 
change National Bank, Waco. 

Utah—Rodney T. Badger, Vice-President Utah State 
National Bank, Salt Lake City. 

Vermont—Henry F. Field, President Rutland County 
National Bank, Rutland. 

Virginia—W. B. Vest, Cashier Citizens and Marin 
Bank, Newport News. 

Washington—J. A. Swalwell, Vice-President Nationa! 
Bank of Commerce, Seattle. 
West Virginia—J. A: Sigafoose, 
County Bank, Moundsville. 
Wisconsin—S. M’. Smith, Cashier Merchants and Say 

ings Bank, Janesville. 


President American Nation;' 


Cashier Marshall 


COMMITTEES OF THE ASSOCIATION. 
CURRENCY COMMISSION. 

A, B. Hepburn, Chairman of Board, Chase Nationa! 
Bank, New York City, Chairman. 

Jas. B. Forgan, President First National Bank, Chi 
cago, Ill., Vice-Chairman. 

Myron T. Herrick, President 
Cleveland, Ohio. 

Festus J. Wade, President Mercantile Trust Company, 
St. Louis, Mo. 

Joseph T. Talbert, Vice-President National City Bank, 
New York City. 
George M. Reynolds, President Continental and Com- 
mercial National Bank, Chicago, III. 
John Perrin, of Perrin, Drake & Riley, 
Angeles, Cal. 

Luther Drake, President 
Omaha, Neb. 

Sol. Wexler, President Whitney-Central 
Bank, New Orleans, La. 

Robert Wardrop, President 
Pittsburgh, Pa. 

E. F. Swinney, President First National Bank, Kansas 
City, Mo. 

Joseph A. McCord, Governor Federal Reserve Bank, 
Atlanta, Ga. 

J. F. Sartori, President Security Trust and Savings 
Bank, Los Angeles, Cal. 

Levi L. Rue, President Philadelphia National Bank, 
Philadelpuia, Pa. 

Howe, Vice-President Princeton Bank, Prince- 

ton, N. J. 

Frederick E, Farnsworth, New York, Secretary. 


Society for Savings, 


Inc., Los 
Merchants National Bank, 
National 


Peoples National Bank, 
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Agricultural Commission 
SPECIAL COMMITTEE. 


The Agricultural Commission, which is a special com- 
mittee of the convention, was continued for an- 
other year, and the appointment of the members 
of this commission was referred to the Adminis- 
trative Committee with power. 


Insurance Committee 


SPECIAL COMMITTEE. 

Oliver J. Sands, President American National Bank, 
Richmond, Va., Chairman. 

H. P. Beckwith, Vice-President 
Bank, Fargo, N. D. 

H. G. Parker, President National Bank of New Jersey. 
New Brunswick, N. J. 

B. A. Ruffin, Richmond, Va., Secretary. 

STANDING COUNCIL COMMITTEES. 
COMMITTEE ON STATE LEGISLATION. 


One-year Term. 
President Citizens 


Northern Savings 


E. W.. Stetson, National Bank, 
Macon, Ga. 
Cornelius A. Pugsley, President Westchester County 
National Bank, Peekskill, N. Y. 
Two-year Term. 
J. A. S. Pollard, Cashier Fort Madison Savings Bank, 
Fort Madison, Iowa. 
H. H. McKee, Cashier National Capital Bank, Wash- 
ington, D, C. 
Three-year Term. 
Edgar L. Mattson, Vice-President Scandinavian-Amer- 
ican National Bank, Minneapolis, Minn. 


H. A. Moehlenpah, Cashier Citizens Bank, Clinton, 
lowa. 
Committee on Federal Legislation 
One-year Term. 
John H. Mason, Vice-President Commercial Trust 


Company, Philadelphia, Pa. 
C. A. Hinsch, President Fifth-Third National Bank, 
Cincinnati, Ohio. 
Two-year Term. 
J. H. Fulton, President Commercial National 
New Orleans, La. 
James D. Hoge, President Union Savings and Trust 
Company, Seattle, Wash. 
Three-year Term. 
J. W. Perry, President Southwest National Bank of 
Commerce, Kansas City, Mo. 
W. A. Sadd, President Chattanooga Savings Bank, 
Chattanooga, Tenn. 
COMMITTEE ON MEMBERSHIP. 
One-year Term. 
Martin H. Griffing, Cashier City National Bank, Dan- 
bury, Conn. 


Bank, 


Two-year Term. 
Robert H. Treman, President Tompkins County Na- 
tional Bank, Ithaca, N. Y. 
Three-year Term. 
Thomas P. Beal, Jr., Vice-President Second National 
Bank, Boston, Mass. 
ADMINISTRATIVE COMMITTEE. 
James K. Lynch, Vice-President First National Bank, 
San Francisco, Cal., President of the Association. 
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Wm. A. Law, President First National Bank, Phila- 


delphia, Pa. 
One-year Term. 
W. M. Van Deusen, Cashier National Newark Bank- 
ing Company, Newark, N. J. 
Two-year Term. 


L. F. Kiesewetter, Vice-President and Cashier Ohio 
National Bank, Columbus, Ohio. 


FINANCE COMMITTEE, 


P. W. Goebel, President Commercial National Bank. 
Kansas City, Kans., Vice-President of the Associa- 
tion, Chairman. 

E. M. Wing, Vice-President Batavian National Bank, 
La Crosse, Wis., Treasurer of the Association. 

One-year Term. 

George E. Lawson, President Peoples 
Detroit, Mich. 

Nelson N. Lampert, Vice-President Fort 
National Bank, Chicago, III. 

Walter W. Bonner, Cashier Third National Bank, 
Greensburg, Ind. 


Two-year Term. 
W. C. White, President Merchants and Illinois Na- 
tional Bank, Peoria, Ill. 
A. E. Edwards, President First National Bank, Pasa- 
dena, Cal. 
H. E. Otte, Vice-President National City Bank, Chi- 
cago, Ill. 


State Bank, 


Dearborn 


Three-year Term. 
E. T. Coman, President Exchange Nationai 
Spokane, Wash. 
R. S. Hawes, Vice-President Third National Bank, St. 
Louis, Mo. 
James H. Perkins, Vice-President National City Bank, 
New York, N. Y. 


Sub-Committees of Finance Committee 
AUDITING AND INVENTORY. 

Walter W. Bonner, Cashier Third National Bank, 
Greensburg, Ind. 

A. E. Edwards, President First National Bank, Pasa- 
dena, Cal. 

James H. Perkins, Vice-President National City Bank, 
New York City. 


Bank, 


INCOME, 


George E. Lawson, President State Bank, 
Detroit, Mich. 

W. C. White, President Merchants and Illinois National 
Bank, Peoria, II. 

E. T. Coman, President Exchange National Bank, 


Spokane, Wash. 


DISBURSEMENTS. 
Nelson N. Lampert, Vice-President Fort Dearborn Na- 
tional Bank, Chicago, III. 
H. E. Otte, Vice-President National City Bank, Chi- 
cago, 
R. S. Hawes, Vice-President Third National Bank, St. 
Louis, Mo. 


Committee on Credit Forms 


SPECIAL COMMITTEE. 
To he appointed by the President. 


Peoples 
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Federal Reserve System as Viewed 
by Vice-Governor F. A. Delano 


Address Delivered by the Vice-Governor of the 
Federal Reserve Board at the Annual Con- 
vention of the American Bankers Association 
in Seattle on Some Features of the Law. 


Much has already been said, and well said, about 
the Federal Reserve Act, and it is doubtful if I cam 
add anything new. I wish, however, to call attention 
to some important features which have been accepted 
as mere commonplaces, but which are really deserving 
of more notice than they have received. 


First, it should be borne in mind that it was 
necessary to frame the new law so as to provide for 
a complete change in our note issuing and credit basis, 
yet at the same time so accomplish this as to cause no 
disturbance in business by the upsetting of our existing 
banking system. It was like the problem of recon- 
structing a great office building, changing an antiquated 
construction and substituting therefor steel and marble, 
yet accomplishing it all without serious inconvenience 
to the tenants. 


- The task was necessarily a difficult one and the 
law provided three years for its accomplishment. 


Under the old law banks were all independent of 
each other, reporting direct to the Comptroller of the 
Currency at. Washington, but each bank for itself. 
The ownership of branches was forbidden, and thus 
it Was that when the law went into effect there were 
7,600 separate and distinct national banks varying in 
capital from $25,000 to $25,000,000, and in addition, 
approximately 18,000 state banks, trust companies and 
savings banks. These banks were not organized or 
grouped in any way except that those in three large 
cities (New York, Chicago and St. Louis) were classed 
as central reserve banks and were allowed to hold a 
large share of the reserve deposits of national banks in 
other cities, while another group was formed of banks 
in some fifty cities known as reserve cities, which were 
allowed to hold a considerable share of country bank 
deposits and in turn deposit one-half their reserves in 
central reserve banks. A third group represented all 
the banks in other and smaller cities, towns and vil- 
lages, which were classed as non-reserve city or country 
banks. These were allowed to hold a minimum of 
reserves (fifteen per cent.) and deposit three-fifths of 
it in reserve and central reserve cities. 

This loosely formed grouping of the banks did not 
bring about any real unity of action or an effective 
organization and even though some co-ordination of 
effort was accomplished by bankers’ associations, clear- 
ing house associations and similar voluntary organiza- 
tions ot banks and bankers, the fundamental idea 


underlying the American ‘banking system was “every- 
one for himself and the devil take the hindmost.” 
The framers of the new law were face to face with the 
problem of devising a way to retain the advantages of 
competition between banks, yet so to group and as- 
semble the banks as to make it possible to use reserve 
resources jointly and effectively for the benefit 
of all and for the protection of the public. 
This was accomplished by creating twelve different 
central joint-stock banks, each of them the domi- 
nating or central bank of a large area. These 
banks as established represent from 385 to 982 member 
banks with a nominal capital ranging from $4,808,000 
to $21,624,000, only one-half of which has been paid in. 
These central banks were not created to transact busi- 
ness with the public but primarily, as the name implies, 
for the purpose of holding the reserve deposits of their 
owning banks. Among the important services which 
they may render to their member banks, the most im- 
portant is the right to rediscount their paper and issue 
bank notes against it. Manifestly, then, the first great 
result of creating twelve banks has been to bind to- 
gether all the national banks of the country into twelve 
strong regiments, thereby creating an effective solidarity. 
Who can doubt the immense gain in doing that, even 
if nothing else had been accomplished by the act? It 
is as if a man were asked to organize an effective 
police force in this splendid city, and found 7,600 
policemen all reporting to one chief. The first thing 
he would do would be to divide the force into divisions 
with suitable headquarters and a competent officer in 
charge of each. Indeed, without developing the simile 
further it should be apparent without elaborate argu- 
ment that the creation of twelve central reserve banks 
was, from the standpoint of efficiency of operation 
alone, the greatest step in advance which has been 
made in the banking history of this country. 
Duplication of Reserves 

Reference has been made to the fact that under 
the old system in effect for fifty years there had been 
developed a system of depositing reserves of smaller 
banks with other and larger banks. This had led not 
only to serious duplication of reserves, which rapidly 
evaporated in times of stress, but in addition to this 
the results of active competition for deposits led to 
many vicious practices, such as paying high rates of 
interest or granting special facilities or favors. Banks 
kept reciprocal balances with each other and by a 
system which might be likened to the time-honored 
plan of “you tickle me, I tickle you,” they got ahead, 
at least on paper. However, these methods were not 
conducive either to safe banking or to low and stable 
interest rates for the public. Hence it was that one 
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of the objects of this new law was to make banking 
less hazardous, make profits surer, but to accomplish 
it in such a way that the investor, the manufacturer, 
the merchant, each and all, could count on banking 
facilities in good times and bad, and also a fair stabil- 
ity of interest rates. Banking which has to recoup big 
losses with big gains may be expected in a new and 
raw community, but should not exist in a well-estab- 
lished, orderly community such as ours. I am not a 
banker by training, but I believe that the principles 
which apply to banking are similar to those which 
apply to business generally and require that losses must 
be compensated by gains. It has been repeatedly 
pointed out that the only way a merchant or manu- 
facturer can permanently reduce his premium pay- 
ments is by reducing actual losses. So it is that a 
Federal reserve bank can only be an effective instru- 
ment for improving the condition of the district of its 
domicile by protecting its member banks against loss, 
by relieving necessity and by intelligently foreseeing 
and forecasting events. 

Of course during the first three years, when re- 
serve deposits are being gradually shifted from the 
reserve and central reserve city banks, we shall hear 
grumbling; but the far-seeing banker already appre- 
ciates that the immense advantages of the new system 
will more than compensate him for the loss of reserve 
deposits. But I may assume that there are some scep- 
tics in this audience, some gentlemen “from Missouri,” 


perhaps, who want to be “shown.” To them I must say, 
first, you must admit that the old scheme of reserves 
was, to say the least, very faulty. When you needed it 
most you did not have it, and in fact, as it was counted 
mostly twice, there really wasn’t enough to go around 
when, as in the fall of 1907, everyone called for it at 


once, 


Mobilized Reserves. 


The new plan seeks to put the reserves where you 
can count on them. In a bank of which you and the 
other contributing banks of the district are the sole 
stockholders, your stock is assured a six per cent. re- 
turn and all earnings above that go to the government. 
after the central banks’ own reserves have been 
strengthened. The reserves in the (central) reserve 
bank of the district are used expansively as the basis 
of note issue, so that instead of these reserves being 
unavailable in time of need they are at once available 
to the fullest extent. The operation, simple enough to 
most of you, consists in allowing member banks to 
bring around their commercial paper, and provided it 
complies with the not onerous provisions of the law 
and rules of the Federal Reserve Board, you are given 
a credit on the books of the bank or, at your option, 
Federal reserve notes for the full amount. When 
issuing notes to you the Federal reserve bank deposits 
against such note issue, and as additional security 
above the commercial paper bearing your indorsement, 
forty per cent. in gold. In other words, the reserve 
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deposits which your bank and others have contributed 
become potentially capable of sustatining a paper cir- 
culation two and one-half times its face value—or, 
stated in another way, if allowance is made for thirty- 
five per cent. reserve against all deposits and forty 
per cent. reserve against note issue each one hundred 
dollars of reserve money is capable of expansion when 
you bring in your commercial paper to $162.50. Here 
then is a service which no central reserve or reserve 
city bank in the past was ever able to perform. Here 
is a real insurance and something which fully com- 
pensates you for loss of interest on a portion of your 
reserve deposits. 


Under the old system every national bank was 
required to hold United States government bonds, and 
these in turn were the basis for bank note circulation. 
The fundamental idea underlying that system was to 
make a market for United States bonds. The law 
served its purpose admirably, and the banks who 
were among the first to enter the system made great 
profits from the appreciation of value of their bonds 
and made money with their bank note circulation as 
well, but it has long been recognized as a very rigid, 
inelastic system which led to a shortage of note circula- 
tion in busy times and a superabundance or redun- 
dance in dull times. 


Change in Banking Customs 

The new law lets the national bank note currency 
pretty much alone, provides for the gradual retirement 
of United States bonds through a period of twenty 
years and supplements it with an elastic currency 
known as Federal reserve notes based, not on United 
State bonds, but on short-time commercial paper, as 
heretofore described. This feature of the law is some- 
thing that American banks of this generation have 
had no experience with, and it is perhaps not easy for 
them to adjust themselves to it. Many of them have 
been taught to believe that loans should be made 
preferably against securities as collateral, such, for 
example, as well-known stocks and bonds. To them 
the new plan seems revolutionary or at least difficult 
to comprehend. In point of fact, it is the basis upon 
which banks of issue in our own country, before the 
Civil War, and practically all European countries have 
operated. The theory upon which the issue of notes 
on short-time paper is justified and preferred to the 
idea of issuing notes against good bonds is that, if 
bank note currency is to be really flexible, it must 
expand or contract in volume exactly as the business 
of the country expands or contracts. Furthermore, it 
must be based on articles of daily use and necessity, 
articles which, like food and clothing, are being con- 
sumed and therefore bought and paid for every day. 
This, experience here and abroad has taught, is a 
better basis for currency than government bonds or 
any other slow or long-time investment security. 

In what I have said I have tried to explain briefly 
some neglected features of strength in the new bank- 
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ing law. To me they are important. Experience has 
taught me that the greatest necessity in modern indus- 
trial life is intelligent organization. Without it we 
cannot secure co-operation or efficiency. It was a 
misnomer to call the old banking system a system. If 
it was a system, it was so against the spirit of the law 
which created it, and came about by purely adven- 
titious methods. Now we have what can really be 
called a system—7,600 or more banks grouped into 
twelve districts, each district headed by a central bank 
which, being the mutual jointly owned bank of all the 
member banks of the district, should serve the neces- 
sary purpose of creating an organization in a hitherto 
unorganized aggregation of units. 


Management of Reserve Banks 

These reserve banks belong to the banks so largely 
represented here. They are created and managed by 
your directors. The Federal Reserve Board, a quasi- 
governmental body, has no desire to interfere with 
their management. It is obviously our aim to have the 
spirit of the law complied with, and our duty to have 
the letter of the law obeyed, but we have no thought 
that it will ever be necessary to adopt harsh or arbi- 
trary methods to accomplish that purpose. We are 
glad to exchange views with you, glad of your sugges- 
tions and criticisms. While only two of our number 
are bankers of experience and training, all are equally 
desirous of making the system a success, and we know 
full well that success cannot be had unless the member 
banks as well as the business men of the country fare 
well under its operation. We hear much of the danger 
of competition of the- Federal reserve banks with 
member banks. It isn’t strange perhaps that in a time 
when business is poor and a plethora of money exists 
that there should be those who resent the fact that 
reserve banks are permitted to enter the open market; 
but those who really study the question will soon 
realize that these open market operations at most are 
negligible when compared to the aggregate of such 


operations by state and national banks. The redis- 
counting of commercial paper of member banks by 
the reserve bank is the chief function of these banks, 
and while it creates some competition in dull times 
with large banks who have heretofore rendered this 
service for their correspondents, it too is negligible 
in volume and in busy times would be welcomed. The 
fact that the new law lowered reserve requirements, 
of course released reserve money which competed with 
previously existing funds and tended to lower interest 
rates, but that will soon adjust itself when business 
improves. 

Per contra, and over against all the arguments 
which the sceptic and the grumbler may assert, I ask 
you to consider the benefits of organization and co- 
ordination of effort, resulting from the grouping of 
banks into districts, each under a strong, mutually 
owned bank. 

Competition 

If you gentlemen who are complaining of the 
ruinous effect of competition brought about by the 
reserve system will apply yourselves loyally to the 
task, you can make the Federal reserve system, char- 
tered as it is under Federal law, the bulwark against 
the fiercest kind of competition, unfair competition, 
competition which makes for payment of high rates of 
interest for bank or individual deposits, or else retains 
or encourages other equally absurd practices. 

You know these things better than I, and I believe 
you can find a way to abolish many of these absurd 
schemes and, by means of your reserve bank, create 
a real system—a system in fact as well as in name— 
which will make for better banking, safer banking, 
more stable profits for the owner, and more uniform 
interest rates and certain accommodation for the mer- 
chant, manufacturer or producer who are your clients. 

I am willing to give up some valuable years in my 
life to bring this about, and I hope I may appeal to 
the enlightened self-interest of this Association to 
co-operate. 


© ¢ © 
DRAFTS FOR MEMBERSHIP DUES 1915-16 


On September 1 the Treasurer of the American 
Bankers Association, Mr. J. W. Hoopes, forwarded to 
all members through the City National Bank, Gal- 


veston, Texas, drafts on accounts of dues for the 
present fiscal year. Many of these drafts have already 
been honored and the members who have not paid their 
dues are requested to remit promptly to the Treasurer, 
care of the City National Bank, Galveston, Texas, in 
New York or Chicago funds, and he will then be 
pleased to send a celluloid insert showing dues paic 
to September 1, 1916, which can be placed in the metal 
sign indicating membership. 

The necessity of displaying the membership sign 
in a conspicuous place, like the paying teller’s window, 
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is strongly urged upon members. It acts as a warn- 
ing to criminals who might otherwise commit depreda- 
tions upon them, and it is therefore a protection—for 
it is a known fact that the sign is respected by crim- 
inals. 

If it happens that a member has misplaced the 
sign, the office of the A'ssociation should be informed 
so that a duplicate may be forwarded. 

Members are reminded of the small confidential 
booklet bound in paper cover which measures 6% by 
3% inches. It contains interesting and important in- 
formation bearing on operations of criminals and ryles 
of the Protective Committee. 


Vou. 8 No. 4. BULLETIN OF THE AMERICAN INSTITUT£ OF BANKING Octoser, 1915. 


MORTUARY RECORD OF ASSOCIATION MEMBERS 


REPORTED DURING SEPTEMBER. 


AITKEN, JOHN. W.—Director Bowery Savings Bank and Second National Bank, New York City. 

BAILEY, DANIEL.—Vice-president Woodland Avenue Savings & Trust Company and director 
Broadway Savings & Trust Company, Cleveland, O. 

BAKER, WILLIAM H.—President Shenanoah Valley National Bank, Winchester, Va. 

BLAUVELT, GEORGE W.—One of the organizers of the First National Bank, Ridgewood, N. J. 

BOYD, JAMES N.—President Planters National Bank, Richmond, Va. 

BRINKERHOFF, W. E.—Founder of the First National Bank, Carthage, Mo. 

BURDSALL, RICHARD H.—President First National Bank, Portchester, and director Westches- 
ter Trust Company, Yonkers, N. Y. 

BURNHAM, G. G.—Vice-president Peoples National Bank, Burlington, Kan. 

CAMP, GEORGE K.—Assistant treasurer Provident Institute for Savings,- Jersey City, N. J. 

COLVIN, SMITH FENTON.—Cashier The Peoples Bank, Hamburg, N. Y. 

DAVIDSON, GEORGE.—Cashier Tradesmens Bank, Vineland, N. J. 

DAVIS, DANIEL A.—Director Bank of New York, N.:A., and Second National Bank, New York 


City. 

DAVIS, LUMAN A.—Director Citizens Bank, Arcade, N. Y. 

DOWNS, J. R.—Vice-president Provident National Bank, Waco, Tex. 

EISEMAN, Shia, Mercantile Trust Company and Mercantile National Bank, St. 
Louis, 

ELLIS, RUDOLPH —President Fidelity Trust Company, Philadelphia, Pa. 

FLYNN, P. T.—Cashier~Duncombe Savings Bank, Duncombe, Ia. 

FORD, H. CLARK.—President Garfield Savings Bank Company, Cleveland, O. 

FOREM AN, EDWIN G.—Director Corn Exchange National Bank, Chicago, Ill. 

FURMAN, FRANK HENRY.—Cashier The Citizens National Bank, Springville, N. Y. 

GALLAGHER, HUGH.—Trustee Montclair Savings Bank, Montclair, N. J. 

GAUNTLETT, JOHN C.—Vice-president and director Tompkins County National Bank; vice- 
president and director Ithaca Savings Bank and director Ithaca Trust Company, Ithaca, N. Y. 

GUNTER, U. X.—President Citizens Bank, Batesburg, S. C. 

HARVEY, S. J.—President First National Bank, Milton, Fla. 

HUBBARD, LUCIUS.—President First National Bank, South Bend, Ind. 

HUTCHINSON, T. T.—President Peoples Bank, Wheeling, W. Va. 

IVES, JOHN.—Director Meriden National Bank, Meriden, Conn. 

JENKINS, MICHAEL.—President and director Safe Deposit & Trust Company, Baltimore, Md. 

KNOX, FRANK.—President National Bank of the Republic, Salt Lake City, Utah. 

LEICH, FREDERICK P.—President Jackson State Bank, Jackson, Wis. 

LEVY, MOSES.—Vice-president Merchants & Mechanics Trust & Savings Bank, Birmingham, Ala. 

LITTLE, R. A.—Vice-president German National Bank, Little Rock, Ark. 

LONG, JOHN DAVIS.—President Puritan Trust Company, Boston, Mass. 

NICHOLS, FRANK M.—Cashier State Bank of Lima, Howe, Ind. 

PADDOCK, WALTER S.—Vice-president Merchants & Manufacturers Bank, Milwaukee, Wis. 

PHILLIPS, LEONARD H.—President National Grand Bank, Marblehead, Mass. 

RBUSCH, GEORGE.—Director National Bank of Westfield, Westfield, N. J. 

SANFORD, CARLTON E.—President Peoples Bank, Potsdam, N. Y. 

SCHMULBACH, HENRY.—President German Bank, W heeling, W. Va. 

SCHWEER, HENRY.—President Illinois State Bank, Crete, 

SMYSER, JAMES A.—Director First National Bank, cade Md. 

THORSEN, THOMAS.—President First National Bank, Canton, S. D. 

TRENNER, GEORGE S.—President First National Bank, Byesville, O. 

VIALL, HERBERT B.—Director Ashuelot National Bank and Citizens National Bank, Keene, 


N. H. 
beseiiae ~~ CLARENCE G.—President The Manchester Trust Company, South Manchester, 
onn. 
WILLIAMSON, T. L.—Cashier First National Bank, Tama, Ia. 
WILLS, CHARLES T.—Director Garfield National Bank, New York City. 
WOODWARD, COL. ROBERT B.—Director Bowery Savings Bank, New York City, and Nassau 
National Bank, Brooklyn, N. Y. 


OFFICIAL BADGES JOURNAL FOR AUGUST, 1908 


A few of the official badges are left over from the The August, 1908, issue of our monthly publication 
Seattle convention. They will be sent to members on is out of print. Members having a copy of this issue 
written request to the General Secretary, until the sup- which they do not care to preserve should send same 
ply is exhausted. Applications for the badges will be to us. This action will be much appreciated by us and 
honored in the order in which they are received. twenty-five cents per copy will be paid. 
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THE RAILROADS AND THE PEOPLE 
WM. SPROULE, PRESIDENT SOUTHERN PACIFIC COMPANY 
Before the Savings Bank Section at Seattle 


The subject assigned me by your committee is 
“The Railroads and the People.’ [| like that state- 
ment of the subject, particularly the conjunction 
“and,” because there is more in conjunction between 
the railroads and the people than most of the people 
realize. The subject would not be correctly stated if 
it had been entitled “The Railroads or The People,” 
although that would better fit the tongues of the glib. 


The primary relation of the railroads and the 
people is that the railroads sell transportation to the 
people. To many minds this relation disposes of the 
subjéct. The common notion is that the people have 
nothing more to do with it than may be necessary to 
obtain their transportation at the lowest price. If the 
buyers of bread had a voice in the fixing of its price, 
bread would be cheap indeed. If the buyers of meat 
had a voice in the price of meat, it would not be long 
before the price would drop so low tkat the farmer 
would find it without profit to grow livestock. But the 
people have indeed a voice in the fixing of rates for 
transportation, and the buyer of transportation con- 
cerns himself little with the question as to what effect 
the price has upon the railroads. The price is seldom 
low enough to satisfy the purchaser. If he is satisfied, 
his satisfaction with any given transportation rate or 
rate condition is only temporary. The mere lapse of 
time suffices to create further demands that the service 
be rendered for less money. This follows the impulse 
of self-interest, and we all know that this impulse is 
not always safe or sound. 


There is an epigram that in a kingdom of the 
blind a one-eyed man is king. A hard task before the 
railroads is on the one hand to correct the impressions 
which serve for opinions among people blinded by what 
appears to be their self-interest, and on the other hand 
to contend against that kind of one-eyed domination 
of the railroads which keeps one eye upon popular 
opinion without an eye of vision for what is necessary 
to bring the greatest good to the greatest number. 
Yet there is a conjunction of interest which so far has 
hardly been perceived, but which is sufficient to war- 
rant the railroads and the people in taking counsel 
together for promotion of the common safety. Let 
us see why. Allow me to give you a few figures, here 
and there, which I will state in round numbers be- 
cause they serve the present purpose without needless 
detail. 

One Shareholder to Three Employes 


There are in the United States over a quarter of 
a million miles of steam railroad, which have about 
six hundred thousand shareholders and about a million 
and three-quarters of employes. This figures roughly 
one shareholder to three employes. So little is thought 


about the shareholder that I would wish to say more 
about him, and I take this opportunity to tell you that 
if you will average the railroad shareholders according 
to the railroad mileage they would stand within seven 
hundred yards of each other along every mile of steam 
railroad in the nation. This means that throughout 
the United States each shareholder would be in plain 
sight of two other shareholders along the right of 
way, under conditions of normal vision. Yet because 
of the free-and-easy way in which the public has at- 
tached to railroad properties the names of well-known 
men, the people generally have a vague belief that the 
railroads are owned by a very few wealthy people. 
The facts run to the contrary. The railroads are 
owned by a great army of the people; people who have 
put of their savings into railroad shares until six 
hundred thousand of them are direct owners. ‘It re- 
quires no argument, unless we argue the obvious, to 
show that if the savings of the people who thave thus 
entered into railroad ownership prove to be secure, 
and the returns to them as the owners of the money 
prove to be attractive, there will be little trouble in 
obtaining from them and others like them more money 
for improving the railroads which now serve the 
people, and for extending them into sections whose 
development is standing still because of the lack of 
railroad service. As a question of public policy is it 
not fundamentally sound that the rights of these hun- 
dreds of thousands of saving and prudent people 
should be given as serious consideration as any other 
factor in the railroad question? Is it not obvious that 
there should be accorded to them the same full measure 
of solicitude which is extended to other human factors 
prominently before us in all industrial discussions? 


Interests of the People 

But there are still other hundreds of thousands of 
the people who have a personal interest in the rail- 
roads. Those whom our political saviors call the 
Common People (why they are called common people 
I do not know) are the chief users of the savings 
banks of this nation. These savings ‘banks have for 
their depositors about eleven millions of people. These 
depositors rely upon the ability of the savings bank to 
earn with safety and certainty enough money on their 
deposits to pay to the depositors a satisfactory rate of 
interest, with such a banking profit added as will 
maintain the integrity and solvency of the bank with- 
out question. These savings banks carry between 
eight hundred and nine hundred millions of dollars in 
railroad bonds and stocks. Upon the earnings derived 
from them these savings banks properly, and in ac- 
cordance with the laws of their respective states, are 
dependent for an important part of their income, and 
their income is for the benefit of their depositors. To 
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state it another way, if these railroad securities owned 
by the savings banks were to be averaged among the 
depositors, each depositor would have an interest in 
the railroads of between seventy-five and eighty dol- 
lars. Every depositor is thus interested in exercising 
his influence to prevent decline in the values of the 
securities which safeguard his deposit. Is it not plain 
that it is unfair, and in fact dangerous as a matter of 
public policy, to lose sight of the interests of these 
hosts of people who have a personal though indirect 
relation to the railroads? Is it not rather the function 
of the government in its superior knoweldge to be 
watchful of their interests, even when they themselves 
may but dimly realize their own interests and rights 
with respect to these things? 

It is hardly necessary to refer to state and other 
banks and trust companies, whose holdings in protec- 
tion of their depositors and in the conduct of their 
business count up to several hundred millions of dollars 
more, 


This aspect of the subject carries us into still 
wider fields. Among the large holders of railroad 
securities the life insurance companies are of vast im- 
portance to the people. Nearly every man of family 
carries insurance of some sort. It is the duty of the 
insurance companies to find profitable investment for 
the millions confided to them by their policyholders, 
and what form of investment should be more secure 
and more profitable than that which appertains to the 
greatest industry in this country or in any other, the 
American railroads! In the United States there are 
over thirty-four million life insurance policies. Every 
holder values dearly his insurance, whether for himself 
or those dear to him who may later be dependent 
upon the proceeds of that insurance, and so every 
policyholder is interested in the railroads and the sta- 
bility of their securities. When the efficiency and 
standards of railroad properties are impaired and their 
income cut, the path of reduction leads to the income 
of the insurance companies, and it is upon that income 
the insured must rely. Let the policyholder bear this 
in mind. I will not dwell upon fire, accident or other 
insurance, since similar relation exists with respect to 
them, 


As already stated, there are over a quarter of a 
million miles of steam railroad in the United States, 
with a roster of about one and three-quarter millions 
of men. This is a vast army, even in these days of 
vast armies that affect us with awe. This army of 
the people relies directly upon the railroads for its 
livelihood. It has the right to adequate consideration 
by the government. This consideration it has only in 
part received. There has been no recognition of the 
fact that working hours may be shortened, conditions 
of labor may be made ideal, safety may be attained, 
crews may be stuffed full to overflowing, and yet the 
prosperity of this army of ‘the people fails, simply be- 
cause the railroads lack the ability to earn enough to 


keep the men at work, much less to expand, improve 
and extend the lines and the service. It is to the 
direct interest of the employes and the millions de- 
pendent directly upon them for their subsistence that 
the railroads have prosperous earnings. 


Interest of Railroad Employe 

It is to the further interest of the employes that 
the shareholders also have prosperous returns, for the 
employe cannot safely forget that averaged over the 
American system of railroads one shareholder means 
three employes. To maintain and operate the railroads 
takes not the shareholder alone or the employe alone: 
it requires them both, and they stand as to numbers 
only in the ratio of three to one. There is in reality a 
common interest in obtaining adequate earnings. It is 
not an exaggeration to say that danger to the railroad 
as employer cannot forever, or for long, be averted 
by the employe. No matter who owns the railroads, 
earnings and expenses, or income and outgo, are two 
blades of a shears. One blade cannot for long cut into 
gross earnings without bringing into activity the other 
blade which cuts expenses. Of expenses over fifty per 
cent. are for wages. In fact, seventy per cent. of all 
the disbursements of the railroads (even when taxes, 
interest and dividends are included) are for the three 
items of wages, fuel and supplies. The railroads give good 
wages ungrudgingly. The contentions are rarely upon 
the wage schedule itself, but upon needless and em- 
barrassing and complicated incidentals. What the rail- 
roads have to contend and urge, notwithstanding their 
desire to pay their employes well, is the plain fact that 
the railroads have not adequate income out of which 
to pay these wages. In the two decades from 1894 to 
1914 the revenues from operation of the steam rail- 
roads increased 183 per cent., but expenses of operation 
increased 200 per cent. The number of employes in- 
creased 118 per cent., while the compensation of 
employes increased 213 per cent. I will state it another 
way. With the rates of 1904 as a unit, the railroads 
would have earned about one hundred and sixty mil- 
lions of dollars more than the earnings of 1914. While 
the railroad revenues were thus reduced in the sum of 
one hundred and sixty millions of dollars, the com- 
pensation pad to employes was in the same time 
increased by something over one hundred millions of 
dollars. This process cannot continue indefinitely. As 
an economic question it is impossible that the com- 
pensation of employes can continue to increase while 
the compensation of employer continues to decline. 
There are in consequence millions of people, consisting 
of railroad employes and those dependent upon them, 
who can justly insist that the interests of the railroads 
be nurtured rather than ignored in the adjustment of 
transportation questions. 


So we could move along into the various phases 
of human activity, only to find that the railroads and 
the people have interests common to an extent the 


people do not yet realize. When they do realize it 
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they will wake up in their might to the fact that the 
railroads’ prosperity is their prosperity. 
Value of Railroad Property 

Whether it be the shareholder, the bank depositor, 
the holder of insurance policies, the railroad employes 
and their people, or the public generally, all will do 
well to remember that amid the loose and casual talk 
about watered stock and overcapitalization it is no 
longer seriously contended that the railroad properties 
of the United States are worth less than the amount 
of their capital, Yet the earning power of the rail- 
roads upon the capital employed has so declined that 
at the present time out of every hundred dollars of 
gross earnings which come into the treasury fourteen 
dollars has to be set aside to pay interest upon bonds, 
although the bonds bear but a moderate rate of inter- 
est. These bonds were taken upon faith in the earning 
power of the properties and were issued in compliance 
with the laws of the land. They are held in this 
country and abroad, and this young and great nation 
can well see to it that the earning power of its railroad 
activities is maintained. Especially is this so since it 
is known throughout the world that the railroads have 
been under governmental scrutiny and control for more 
than a generation. It is true that railroad financial 
administration may be criticised in spots, and just 
criticism is wise, but they are like certain dramatic 
points in a picture, they catch the attention but they 
do not tell the story. 

Increase in Railroad Taxes 

There is just one thing which the railroads and 
the people cannot escape in any event, namely: Taxes. 
Railroad taxes have risen from less than sixty-two 
millions of dollars in 1904 to one hundred and forty 
millions in 1914. That is, they have risen 127 per cent. 
in this ten-year period, until now out of each one 
hundred dollars the railroads collect they have to pay 
in taxes four dollars and sixty cents. 

This means that of their net income, after paying 
their operating expenses only, the railroads have to 
pay in taxes sixteen dollars out of every hundred, and 
that is before paying any interest on money borrowed 
or a dividend to any shareholder. The railroads ex- 
pect to pay their share of the taxes, but the variety 
and extent of taxes paid by the railroads is of interest 
to the people simply in this: that the increasing bur- 
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dens of railroad taxation now aggregating over one 
hundred and forty millions of dollars have to be met 
by the railroads out of their earnings. Consequently 
it is in the public interest that the margin between 
operating income and operating expenses be wide 
enough to enable just taxes to be paid and just com- 
pensation given to employes, without impairing the 
physical property and equipment, which should be 
maintained at a high standard of excellence. 

As matters stand today, a comparison of the ten- 
year interval 1904 with 1914 shows that the operating 
revenues of the railroads increased fifty-four per cent., 
while taxes and operating expenses which do not in- 
clude wages increased sixty per cent.; the net revenue 
remaining to pay wages and for other purposes in- 
creased but forty-nine per cent. Of this forty-nine 
per cent., which represents an increase of six hundred 
and eighty-seven millions of dollars, sixty-eight per 
cent. or five hundred and fifty-five millions was the 
increased expenditure for wages, although the number 
of employes increased only thirty-one per cent., and 
mileage of the railroads operated increased less than 
seventeen per cent. 

Investment and Development 

“Youth will be served.” A young nation and 
vigorous country demands development. Investment 
precedes construction, and construction precedes de- 
velopment. The money can be had if the people who 
own the money believe the investment safe and the 
returns desirable. If assured of this, railroads will be 
built. The people with savings to invest judge by the 
treatment accorded to the savings already invested. 
An adequate return to the shareholder who puts his 
money in the railroad business should be assured him. 
He should have the greater assurance because, being 
private money devoted to public service, that service 
is regulated by government itself and government 
thereby can fairly be held sponsor for adequate re- 
turns. We must come to a point of basis at which 
railroad rates shall be deemed fair and not subject to 
the attack of anyone who chooses. The no-bottom 
basis of the present is false in principle and dangerous 
in practice. Sooner or later the agencies of govern- 
ment will have to stand behind the stability of railroad 
revenues, not for the benefit of the railroads merely, 
but in the public interest. 


© 
DEATH OF FRANK KNOX 


Frank Knox, president and founder of the Na- 
tional Bank of the Republic, Salt Lake City, Utah, died 
September 25, 1915. Although Mr. Knox had been ill 
for some time his death was a shock to his wide circle 
of banking friends throughout the country. 

Born in Iowa fifty-eight years ago, Mr. Knox had 
a pleasing personality, which contributed in large 
measure to his great success in business, besides mak- 
ing him most popular among his associates. He was 


noted for his sound business judgment, keen discrim- 
ination and decisive action. His banking career began 
in the First National Bank of Washington, Iowa, at 
the age of sixteen. He organized the National Bank 
of the Republic of Salt Lake City in 1890. His mining 
interests were extensive. 

Mr. Knox had just finished his term as a member 
of the Finance Committee of the Executive Council of 
the American Bankers Association. 
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Deposits to Aid Southern Cotton Men 


Member of the Federal Reserve Board Takes 
the View That There Was No Discrimina- 
tion Shown by the Secretary of the Treasury 
Because He Offered to Make Deposits in 
Other Reserve Banks—Letters from the 
Reserve Agents in Minneapolis and Kansas 
City Inform the Secretary That in Those 
Districts the Banks Could Finance the Crop 
Movement—Views of the New York “Sun” 
on This Kind of Banking. 


In an address before the Raleigh Chamber of 
Commerce, explaining the action of Secretary McAdoo 
in depositing $15,000,000 of government funds in the 
Southern reserve banks. W. P. G. Harding, of the 
Federal Reserve Board, said that the Secretary could 
not be charged with discrimination in favor of one 
section because he had offered to deposit treasury 
funds with Federal reserve banks in other sections. 
Continuing Mr. Harding said: ~- 

I fully agree that from a purely banking stand- 
point, eliminating all other considerations, the de- 
posits were not essential. In my opinion the Secre- 
tary felt that by announcing his intention to de- 
posit government funds with Southern banks to 
assist in moving the cotton crop simultaneously 
with Great Britain’s declaration of contraband 
against cotton, he was availing himself of the 
psychological moment for restoring confidence. 


Earlier in the same address Mr. Harding took 
up the question of interest rates in the cotton states 
and in several of the agricultural states of the middle 
West. The cisclosures he made of high interest rates 
which apparently rule in these sections are not new. 
It has been the assumption on the part of those who 
have made a particular stuuy of the Federal Reserve 
Act and the influence of its operation on interest rates 
that there would be a general leveling of rates as a 
result of the new law. The influence in this direction 
is already being felt. It is doubtful if there is any 
general agreement with what must be necessarily in- 
ferred from the figures given by Mr. Harding—that 
the government is justified in exerting real or moral 
influence to reduce the interest rates customarily 
charged in any particular section; for instance, ex- 
ception will undoubtedly be taken to the making of 
conditions on which government funds will be de- 
posited in Federal reserve banks or in other banks. 

In regard to interest rates Mr. Harding said: 

From the report to the Comptroller of June 
23,1915, it appears that there are five national 
banks in Alabama whose maximum rates of in- 


terest average twenty-six per cent., the rate in 
one case being sixty per cent. and in another 
thirty-four per cent. The average rate of interest 
which one of these banks was charging on all of 
its loans amounted to twelve per cent., another 
ten per cent. In Arkansas one national bank ad- 
mitted making a loan at a rate as high as 120 per 
cent., another one at fifty per cent., another at 
sixty and another at twenty-five. 

“In Georgia there were eleven banks where 
the average maximum rate of interest was about 
thirty per cent. The maximum rate charged by 
one of these banks was forty per cent. and the 
average on all loans was fifteen per cent. In 
Texas a number of banks reported ratés in excess 
of 100 per cent., and many of them stated that 
their average rates on all loans were one per cent. 
per month or more. 

“These high rates, however, are not confined 
exclusively to the South, for the reports show 
occasional rates of fifty per cent. in the East and 
North as well as in the far West and South. 
Twelve per cent. seems to be regarded still as not 
extraordinary by the country bankers of Minne- 
sota, Wyoming, Kentucky and California. 

Secretary McAdoo offered to make deposits of 
Treasury funds in other reserve banks. In reply to 
these offers he received the following letters from 
Kansas City and Minneapolis, the one from Kansas 
City following: 

“We are in receipt of yours of the 9th inst., 
in which you offer to deposit government funds 
with the Federal Reserve Bank of Kansas City. 
Beg to advise that I do not anticipate we will need 
the assistance of government funds this season. 
Our district has been full of money, so to speak, 
and, while the demand is increasing now, I do not 
think it will reach the point where we will be un- 
able to handle it with our own resources. 

“We thank you for your kind offer, and as- 
sure you we will not hesitate to request a deposit 
of government funds in case the necessity arises.” 

The answer from the reserve agent of the Min- 
neapolis bank was as follows: 

“I am very appreciative of your offer of the 
9th inst., to place on deposit in this bank funds of 
the government to be used in assisting the moving 
and marketing of the Northwestern crops. At 
this time the Northwest is amply supplied with 
funds and rates for money are very low. This 
bank has ample resources to meet the current de- 

mands upon it and still provide a very consid- 
erable reserve against any emergency that may 
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arise before the crop has reached its markets. 
What proportion of our own resources we will be 
able to employ for this purpose is, I regret to 
say, still something of a question with us and 
there would seem to be no purpose in requesting 
the deposit of large funds of the general govern- 
ment until there is a sufficient demand upon us to 
indicate the approach of a period when such aid 
can be profitably employed. 

“Should such a period of heavy demand come 
upon us, affording an opportunity to effectively 
employ government funds, there will, undoubtedly, 
be indications in advance that will permit me to 
advise you of the opportunity to utilize govern- 
ment funds in such a way as to afford practical 
assistance to the agricultural interest of this dis- 
trict. "In such an event I shall be glad to take 
advantage of your kind offer anc would, therefore, 
suggest that this subject be held open for determi- 
nation at a later date and in accordance with such 
situation as may then develop.” 

The comment of the New York Sun on “Bank- 
ing for the Human Equation” is unusually interesting 
in connection with this use of government deposits : 

A dubious transaction has on the whole been 
made rather worse by the speech of W. P. G. 
Harding, of the Federal Reserve Board, delivered 
at Raleigh, N. C., in defense of Secretary Mc- 
Adoo’s cotton loan scheme and the board’s in- 
dorsement of it. All that Mr. Harding had to 
say about the high rate of interest in the rural 
money market in the South goes to show that 
there is a large element of risk in making loans 
for which the banker has to be compensated. It 
offers no justification for a benevolent interposi- 
tion by the government which will interfere with 
those automatic processes by which sound credit 
is gradually established. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


8 No. 


It is difficult to see how Mr. Harding could 
argue that the Treasury had not discriminated in 
favor of any one section because the Secretary 
offered to deposit public money with Federal re- 
serve banks for crop loans in other sections. Mr, 
Harding’s further remarks are his own answer on 
this point, for he is reported as saying, the italics 
being ours: 

“I fully agree that from a purely banking 
standpoint and eliminating all other considera- 
tions the deposits were not essential. The situa- 
tion as a banking proposition could have been 
cared for by the Southern reserve banks, but the 
human equation has to be reckoned with, particu- 
larly when it comes to dealing with Southern 
farmers.” 

Those who do not find this utterance by a 
member of the Feceral Reserve Board disturbing 
to the satisfaction with which the beneficent possi- 
bilities of the new national banking system have 
been regarded must be singularly complacent. 
Banking for the human equation is a mighty sight 
more unsafe than just plain banking, particularly 
when the regulators of banking policy are as much 
subject to political pressure as is the reserve board. 

At the recent convention of the American 
Bankers Association the opinion was developed 
that one of the most substantial necessities of 
banking reform had yet to be accomplished in lim- 
iting the power of the Treasury to influence the 
Federal Reserve Board through the manipulation 
of government deposits. Reform in respect to 
the power which the Treasury possesses in this 
matter was expressly promised by the Democratic 
party and expressly broken in the Federal Reserve 
Act. The McAdoo cotton loan scheme, with its 
attendant circumstances, emphasizes the impera- 
tive necessity of reform. 
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Fourth Annual Convention of 


Investment 


Denver Meeting Takes Strong Stand in Favor 
of More Equitable Treatment by Regulative 
Bodies—Protection for Investors—Spirit of 
Co-operation Shown Toward Other National 
Organizations. 


the fourth annual convention of the Invest- 

ment Bankers Association of America, held 
September 20, 21 and 22 at Denver, Colo., three facts 
stand out for special mention as showing particular 
tendencies in the association’s work: 


Vite in a broad light the proceedings of 


First, a disposition to meet fairly and squarely 
the issue presented by adverse and ill-considered leg- 
islation, and to take an outspoken stand in favor of 
more equitable treatment by regulative bodies; 

Secondly, a decided manifestation of good faith 
in promoting reforms and regulations that will better 
safeguard the investor; 

Thirdly, the evidencing of a desire to co-operate 
with other organizations in the attainment of legiti- 
mate reforms. 


The first two tendencies appear in the character 
of the reports submitted and the discussions which 
followed. In fact, there seems to be no question as 
to the sincerity of the investment bankers in their 
desire to raise the standard of their business in line 
with the original purposes of the organization and for 
the greatest public good. 

The co-operative trend alluded to cropped out in 
various ways. On the subject of income tax regula- 
tion and revision of the objectionable feature of col- 
lection “at the source,” it developed that there was 
a desire on the part of the investment men io work 
in harmony with the Trust Company Section of the 
American Bankers Association; while in connection 
with farm mortgages and irrigation bonds several sug: 
gestions were made looking toward action in concert 
with the Farm Mortgage Bankers Association and 
with the National Irrigation Congress. It might 
fairly be inferred from these phases of the conven- 
tion work that the Investment Bankers Association 
is broadening out along constructive national lines; 
and that it is rapidly “finding” itself, if indeed it has 
not already done so. At all events, it seems to have 
come to stay. 

That the association has “vim, vigor and vitality” 
was shown by the snap with which the meetings were 

conducted. It is also worthy of notice that discussions 
by the individual members took up a far larger part 
of the program than the reading of reports and papers. 


Bankers Association 


Following an address by Dr. E. R. Pratt, chief of 
the Bureau of Foreign and Domestic Relations, the 
convention adopted a resolution approving the proposed 
extension of foreign credits “solely as a matter of busi- 
ness and practically as a necessary outcome of existing 
conditions.” A resolution was also adopted indorsing 
the policy of the Administration in regard to prepared- 
ness for the national defense. 

The sessions of the convention were held at the 
Brown Palace Hotel Monday morning and afternoon, 
September 20, and Tuesday morning. All business was 
concluded Tuesday evening at the Stanley Hotel in 
Estes Park, where the delegates enjoyed a full day’s 
outing. 

The entertainment by the Denver bankers and 
business men was of a most royal kind. The first 
incident was an automobile trip Monday afternoon to 
Lookout Mountain, at the top of which, 7,000 feet up, 
a box luncheon was served. When evening fell, a 
bonfire was lighted and a fine fireworks display was 
given. Clear, crisp weather and a moon doing its full 
duty gave the visitors a return ride down ithe pre- 
cipitous mountain roads that will leave many pleasant 
recollections. 

The ninety-six mile ride to Estes Park, in the 
heart of the Rockies, took place Tuesday afternoon 
and brought the delegates and guests to the Stanley 
Hotel and Elkhorn Lodge in ample time to dine and 
attend the concluding business session. The next day, 
after a ride around Estes Park, there was a mammoth 
“trout fry” at Big Thompson Canyon, for which over 
600 trout had been caught. After enjoying their 
unique luncheon the party continued the ride back to 
Denver. The annual banquet was held at El Jebel 
Temple in the evening. 

The registration at the convention was over 300. 
The American Bankers Association was represented by 
William G. Fitzwilson, Assistant Secretary, and George 
Lewis, Associate Editor of the Journal-Bulletin. 

President Leach’s Address 

President Leach in his annual address at the open- 
ing session of the convention congratulated the asso- 
ciation on the strides it had made in building up closer 
relationships and the protection of American invest- 
ments, and also on the fact that it is out of debt and 
in excellent condition. Touching on matters of gen- 
eral interest, President Leach said in part: 


The railroads today are facing new conditions. They 
face them 

First—In the character of the service they are 
called upon to render; 

Second—In the enormous volume of freight and 
passenger traffic to be handled; 

Third—In the new equipment necessary ; safety 
appliances prescribed by commissions; 
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Fourth—In the always pressing need of new 
terminals, additional tracks and sidings. 

The Interstate Commerce Commission seems to place 
great stress upon the need of physical valuation of rail- 
roads, and seems to believe that this physical valuation 
should be made a basis for the interest return upon the 
capital actually shown in physical property today and 
the rates should be made on that basis. 

I submit to. the just and reasonable consideration 
of the American people, and primarily the American 
shipping and business men, whether in any business in 
which we are connected, which has taken a number of 
years to build up, it would be fair to make its valuation 
depend solely upon the physical property available. 
Vast sums of money have been spent not only in the 
development, but also for tangible assets. I do not now 
mean that necessarily we should capitalize franchises 
and rights, for from the Commission’s viewpoint these 
rights and franchises are not an asset, but are avail- 
able only to earn a deficit. The physical valuation of 
the railway properties will cost a large sum of money 
(runnings into many millions), but it will be of little 
value and practically obsolete when completed, and serve 
but a small purpose in just and reasonable rate making. 

Whatever the railroads’ history in the past has been 
signifies but little at present to the railroads and the 
communities they serve unless it teaches us fair treat- 
ment for each other and common efforts for the common 
good. The Interstate Commerce Commission—I find no 
fault and make no criticisms, but simply make the state- 
ment—was appointed not alone as guardians of the 
shipper, but also as the guardians of the railroads, and 
if our railroads are to succeed, a new vision and a new 
disposition on the part of this Commission and of the 
state commissions, must be brought about by the pres- 
sure of public sentiment, by the pressure of the business 
world, by the pressure of the investment world. For 
the railroads must not only be solvent, but must be in 
position aggressively and actively to push forward their 
development. Take away from the investment world the 
confidence in railroad securities, the staunch belief that 
investments in railroads will always receive fair treat- 
ment, and the railways of the country face bankruptcy. 
I could name a long list of railroads which have fallen 
by thetwayside, and are now in the hands of receivers, 
and although I will agree with the most radical as to 
the mistakes or errors—and crimes, if you wiil—that 
have been committed in the handling of some of these 
properties, I will say to you, nevertheless, that today 
is the time to forget; let us leave the past behind and 
forget what has been or has not been done. 


What we need is good equipment; what we need 
is railroads prepared to push developments, and this can 
only be realized by such fair treatment of the railroads 
as will restore the confidence of the investment public. 


Blue Sky Legislation 


One question definitely relating to the business of 
investment banking has been very carefully considered 
by your committee and Board of Governors. You, of 
course, understand that I refer here to the so-called blue 
sky legislation. The general counsel of your association 
has undertaken in two or more states to bring action 
directly questioning the constitutionality of these acts. 
We believe that these statutes are so broad that they 
prevent the right of free contract, that the regulation 
on the lines proposed is such that 1t prohibits all inter- 
state dealings in securities. In endeavoring to reach the 
dealer in unsound securities, these statutes have been 
given so wide a scope that they cover any and all trans- 
actions, and seriously interfere, if not prevent, a sound 
investment banking business. It is of vital interest to 
the well-being of this country that there be an inter- 
change of securities, and it goes without saying that the 
sale of bonafide securities issued for developments in 
any part of the country should be readily merchantable 
in all parts of the country. I am sure that our mem- 
bers, and I do believe that the public generally, are 
going to see to it that while the broadest publicity pos- 
sible in the issuing of securities should be insisted upon, 
unreasonable and untried regulations should not stand 
in the way of honest enterprises. 
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Investments After the War 


As investment bankers, we face the problem that 
the capital which has been expended for the develop- 
ment of this country, derived in the past from Europe, 
will not be available. We therefore must devise ways 
and means to furnish moneys for these developments fron 
home capital. Again, there will be resold to this coun 
try in enormous volumes—they are coming every day—- 
securities which have been placed in Europe. We could 
not have them presented to us at a better time. Never 
before in the history of the country have we been in 
position where they could be absorbed and repurchased 
as they can be to-day; it will make us probably, not a 
creditor nation, but certainly a nation very much nearer 
that point than ever before. The interest and dividend 
moneys which have been going to the other side will be 
paid to our own people, in a larger measure than before. 


We also face the problem as to what will be the 
price of money, the return on bonds and stock invest- 
ments. After the close of the war, when the time of 
readjustment comes, this vast volume of paper which 
is now being used in Europe to finance the war, will 
have to be redeemed, and we will get back to a gold 
basis. The problem is so complex that it is difficult to 
prophesy, but I believe that this reconstruction period 
will be faced by the American investing public with a 
smaller loss, and that we will come out of it in the best 
position of any country in the world. 


I have heard it prophesied by the very wise that at 
the end of the war we would face a financial catastrophe, 
that wreckage and repudiation would be world-wide. 1 
do not believe this. This regeneration work in business, 
this calling in of credits, will be gradual; the nations 
must face a long period of economy, they must face a 
long period of high taxation. Europe will not repudiate 
its indebtedness, Europe will be able to pay, and if we 
must bear a share of the terrific destruction, 1 believe 
that America will come out richer and in a stronger 
financial and business position than ever before. 


Railroad Bonds and Equipment Trusts 
Perhaps one of the most interesting and im- 
portant reports presented to the convention was that 
on “Railroad Bonds and Equipment Trusts,” by Lewis 
B. Franklin, of New York. Mr. Franklin’s report iu 
full is as follows: 


During the period of the great prosperity of our 
railroad systems, their securities commanded a ready 
market both in this country and abroad, and through- 
out this time the competition on the part of investment 
bankers for new issues of railroad bonds was keen. 
This condition offered an opportunity to the issuing com- 
panies to decide upon the terms of their mortgages with- 
out much regard to the wishes of the banker and the 
protection of the investor, and this opportunity was in 
too many cases availed of. The investment banker, in 
order to participate in the business, was forced to ac- 
cept the: mortgages as drawn by the counsel for the 
railroad company and in every way the advantage was 
with the seller and against the buyer. In justice to the 
banker, it must be conceded that since that period con- 
ditions unfavorable to the railroad companies have arisen 
which could not have reasonably been foreseen. 


Under these circumstances bonds were issued and 
sold which at the time were generally considered as high 
grade investments but which have been unable to with- 
stand the adverse conditions now existing. <A recently 
issued plan of readjustment of a prominent railway 
company brings to iight the. inherent weakness of a 
number of mortgage bonds at one time considered as high 
grade investments and now offered in the readjustment 
only income bonds or preferred stock. Losses of this 
nature impress upon us the necessity of careful analysis 
in the beginning and constant scrutiny from the begin- 
ning. 

Conditions are now reversed. The advantage is with 
the bayer and a wonderfu! opportunity is offered for 
constructive banking. The buyer can now deniand and 
obtain carefully drawn trust indentures protecting the 
investor at every point and avoiding those dangers which 
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have in the past few years been pointed out in the most 
ic way. 

has consulted with railroad officials 

and trustees as to practical methods whereby greater 

safeguards may be provided and now presents a pre- 

liminary report recommending a few of the most im- 

portant provisions. 


1. Sinking Funds 


Railroad property is no more immune from depre- 
ciation and obsolescence than is other property. Con- 
siderable mileage of road is dependent upon special 
sources of traffic which are not in their nature permanent 
and bonds secured on railroad property of this kind 
most certainly need and should have the benefit of a 
sinking fund. But this is not all. Trackage, which to- 
day is of the utmost importance and worth more than 
the bonds upon it, may in the near future, by reason of 
a change in conditions, become almost worthless. Re- 
placement value or cost is not an infallible measure of 
value. Property, to have value, must have earning 
capacity and earning capacity is subject to change. A 
sinking fund is the strongest protection which can be 
provided against a change in value due to a change in 
earning capacity. It is amazing what a small amount 
appropriated annually will provide in fifty years an 
ample fund. For example, a cumulative sinking fund 
of one-fourth of one per cent. upon a five per cent. fifty- 
year bond, callable at par, will retire more than fifty- 
two per cent. of the issue by maturity, while a cumu- 
lative sinking fund of one-half of one per cent. on a 
similar bond will retire the entire issue prior to maturity. 


The objection of the railroads to sinking funds is 
that their revenues are already restricted while the In- 
terstate Commerce Commission which controls railroad 
rates does not appreciate the need for any repayment 
of debt out of earnings. Here is a fertile field for work. 


Your committee recommends that this association 
place itself on record as being in favor of the repay- 
ment of railroad debt in full or in part out of earnings 
and make an urgent plea before the Interstate Com- 
merce Commission for the recognition of the principle. 


2. Maintenance Charges 


Your committee has discussed with railroad oper- 
ators the question of providing in indentures for a speci- 
fied sum to be spent on the maintenance of the property 
covered by the mortgage and are of the opinion that 
such a provision is sot practical. 


3. Issue and Sale of Stock Without Par Value 


Most of the states prohibit the sale of stock by a 
corporation at less than its par or nominal .value and 
therefore comparatively few of our railroad corporations 
are today in a position to finance any part of their re- 
quirements for betterments, improvements or extensions 
other than by increase of their debt. This means a con- 
tinual weakening of the margin of safety over the junior 
securities, and unless offset in some way is sure to lead 
to trouble in the future as it has in the past. 


What is a share of stock but an evidence of part 
ownership in the enterprise and why should it have a 
nominal value which may in no way be related to its 
real or even its market value? 


The Railroad Commission of the State of California 
has recognized the necessity on the part of public service 
corporations of maintaining the equity in their property 
over and above their bonded debt by allowing the sale 
of stock, both common and preferred, at prices below 
par, but approved by the commission. Such practice 
works no hardship on the buyer of the stock or the old 
stockholder, but maintains for the bondholder his pro 
rata lien on the property. It is admitted that such sale 
of stock without par value must not be permitted except 
under proper supervision, either state or national. 

Contrast the credit position today of those roads 
which have been able to finance to a large extent by 
sale of stock with those who have had to sell bonds to 
meet all expenditures, and then consider how much bet- 
ter would be the position of those weaker roads had they 
been allowed to sell their stocks at fair prices. This 
is a subject where more education is needed. 
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4. Long Term Bonds 


Long-term bonds should not be issued to cover the 
purchase of equipment or to retire maturing equipment 
trust instalments unless such bonds are protected by a 
strong sinking fund or strict provisions requiring the 
maintenance of the equipment pledged at a value equal 
to the bonds issued therefor. Provision should be made 
for annual examination of the equipment records by the 
trustee at the expense of the railroad and adequate 
methods provided for enforcement by the trustee of the 
terms of the indenture. 

5. General Mortgage or Refunding Issues 


It is recommended that general mortgage or re- 
funding issues be drawn without fixed limits as to ma- 
turity, amount or rate of interest, thereby providing a 
flexible security which can be issued from time to time 
under provisions in accord with conditions then existing. 

6. Advance Offerings. 

The investment banker is cautioned against offering 
bonds to his clients before the mortgage securing the 
issue is executed. When the horse has been stolen it 
is too late to lock the stable door, and the time to insist 
upon proper mortgages is prior to the purchase and not 
subsequent thereto. 


After an extensive discussion, the report was 
adopted and a copy ordered sent to the Interstate Com- 
merce Commission and to various other public service 
commissions. 

Railroad Bonds and Troubles 

Another interesting paper entitled “A Word on 
Railroad Bonds,” was presented by John E. Blunt, Jr., 
of Chicago. Mr. Blunt thought the present troubles 
of the railroads could be attributed to two causes: on 
the one hand, bad financing; and on the other hand, 
failure to receive authority to increase rates sufficiently 
to meet increased cost of service. The tendency, Mr. 
Blunt said, is for those responsible for each of these 
conditions to shift the blame on the other. 


Serial Form for Municipal Bonds 
‘(Charles W. McNear, of Chicago, chairman of the 
Committee on Municipal Bonds, made a report con- 


taining recommendations relative to needed legisla- 
tion regarding the issuance of bonds in serial form, 
maturities to be within the life of the improvement, 
tax limits, etc. His report was as follows: 


Your committee urges and recommends that, so 
far as possible, all municipal bonds be issued in serial 
form, a certain amount of principal to mature each year, 
such amounts to increase in a graduated series so that 
the annual tax levy to pay both principal and interest 
will so far as possible be uniform. 

We further favor the retirement of the entire debt 
within the life of the improvement, such estimated life 
to depend largely on whether or not provision has been 
made for an annual obligatory maintenance tax. 


Your committee further recommends a single place 
of payment for interest coupons. 

We naturally favor interest payments in New York 
or Chicago, but in any event, urge provision be made 
for payment at some one of the Federal reserve cities. 

Your committee also desires again to emphasize and 
urge that municipal authority to borrow be kept within 
reasonable commercial limits. 

The subject of tax limit is of continuing importance. 
A municipality’s power to levy taxes to pay its debts 
should be unlimited and we urge the continued co-opera- 
tion among the dealers along these lines. 

We further favor whatever possible legislation au- 
thorizing the sale of municipal issues at a slight dis- 
count as outlined in our report of last year, also the 
passage of legislation permitting the registration of 
ownership of municipal issues, 
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Publicity and Advertising 


Following the report of the Publicity Committee, 
by Chairman Lawrence Chamberlain of New York, 
George B. Caldwell of New York read a paper on 
“Publicity as Affecting the Investment Banker,” in 
which he proposed a comprehensive and elaborate pub- 
licity plan for the Investment Bankers Association by 
the publication of a weekly financial digest. As a 
corollary, Harry E. Weil of Cincinnati discussed 
“Advertising Which Is Not Misleading.’ Mr. Weil 
also offered a resolution, which was referred to the 
Board of Governors, and which was to the following 
effect : 


Resolved, That it is the sense of the Investment 
Bankers Association of America that the members of 
said association, in any newspaper, magazine, advertising 
or circular offerings which they circulate shall show the 
name of the security in full, and if the obligation is not 
one of a municipality as a whole but is issued by a sub- 
division of said municipality, said fact shall be clearly 
stated; for instance, as follows: “Brazoria County, 
Texas, Road District No.1. Five Per Cent. Bonds.” 

An explanation of the proposed joint account 
forms by W. H. Lyon of New York concluded this 
phase of the program. 

Other reports and papers, some of which were 
of technical interest to the investment bankers, while 
others had a wider application, were as follows: Re- 
port of Public Service Corporation Committee, John 
E. Oldham of Boston, chairman; address by Tom K. 
Smith of St. Louis, on drainage bonds; report of 
Committee on Timber Bonds, Calvin Fentress of Chi- 
cago, chairman; report of special Committee on Busi- 
ness Practice; report of Foreign Relations Commit- 
tee, E. W. Bulkley of New York, chairman; report 
of Cémmittee on Irrigation, Reclamation and Agri- 
cultural Credits, H. P. Wright of Kansas City, chair- 
man; special Committee on Agricultural Credits, 
William R. Compton of St. Louis, chairman; Legis- 
lative Committee, Allen G. Hoyt of New York, chair- 
man; report of the General Counsel, Robert R. Reed 
of New York; address, “Improper Use of Names of 
Bond Buyers Which Come to Fiscal Agents of Cor- 
porations Under the Federal Income Tax Regulations,” 
by Allen G. Hoyt; address, “Foreign Investments,” by 
Dr. E. E. Pratt, Chief of the Bureau of Foreign and 
Domestic Commerce; address, “The Cessation of 
Hydro-Electric Development in the United States,” by 
H. M. Byllesby of Chicago. 


Election of Officers 


Election of officers resulted as follows: Presi- 
dent, Lewis B. Franklin of New York; vice-presidents, 
Allen G. Hoyt of New York, John E. Blunt, Jr., of 
Chicago, Stedman Buttrick of Boston, A. C. Foster 
of Denver, J. Edgar Elliott of Indianapolis; secretary, 
Frederick R. Fenton of Chicago; treasurer, J. Hern- 
don Smith of St. Louis. Elected to vacancies on the 
Board of Governors: Richard Morris of New York; 
George C. Clark, Jr.. New York; George W. Hodges, 


New York; George H. Taylor and H. L. Stuart, Chi- 
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cago; J. Shepard Smith, St. Louis; R. E. Field, Cin- 
cinnati; Charles L. Stacy, Toledo; Lynn H. 


Dinkins, 
New Orleans; W. L. Ross, Milwaukee. 


The Banquet 


At the banquet Wednesday evening President 
Leach paid a well deserved tribute to the city which 
had so hospitably entertained the convention, and all 
those present joined in a great demonstration to show 
their appreciation. The toastmaster was Thomas Beale 
Stearns, president of the Denver Chamber of Com- 
merce, and a live wire. There were three speakers, 
former Senator Theodore E. Burton of Ohio, Carter 
B. Keene of Washington, Director of the Postal Say- 
ings system, and United States Senator Charles S. 
Thomas of Colorado. 


Mr. Burton’s speech was a scholarly talk on “The 
Effect of the Present Conflict Upon Rates of Interest 
and Upon the Business of the Investment Banker.” 
Among other things he said: 


The present war appals us by its vastness. It is a 
fight for life between nations, in which the progress of 
civilization, the industrial development of more than half 
the people on the globe, are utterly disregarded in a death 
grapple for victory. Edgar Crammond, a prominent Eng- 
lish statistician, figures the aggregate wealth of Belgium, 
at the beginning of the war, at $12,000,000,000; the 
losses to July 31, 1915, at $2,632,500,000, or more than 
one-fifth of the whole, the wealth of France at $58,375,- 
000,000; the losses of one year of war at $8,432,000,000, 
or more than one-seventh of the whole; the wealth of 
Russia at $62,000,000,000, and the losses of the first 
year of the war at $7,520,000,000, or a little less than 
one-eighth of the whole; that of the United Kingdom of 
Great Britain and Ireland at $82,900,000,000, and the 
loss at $6,290,000,000, or more than one-thirteenth of the 
whole. Germany, with a wealth of $75,000,000,000, and 
loss of $13,885,000,000, more than one-sixth of the whole; 
Austria-Hungary, wealth $55,000,000,000, loss at $7,940,- 

,000, or one-seventh of the whole. The total destruc- 
tion of capital of all the above nations is figured at 
$46,689,950,000. 


To summarize, the following results may be ex- 
pected from the present war: 


An enormous decrease in capital available for in- 
vestment,. 


A temporary shrinkage in the aggregate volume of 
commercial and industrial activities. Expenditures for 
rehabilitation and reconstruction will have preference 
over those for the development of new enterprises. 


Higher average rates of interest. This certainly will 
be the case if the attempt is made to prosecute all the 
varied classes of undertakings which heretofore have 
required loans, 


A greater degree of discrimination on the part of 
the investing public. It is altogether likely that the 
interest on certain high-grade bonds will decline. 


Director Keene spoke on “Postal Savings from 
Behind the Scenes.” He told of the seamy side of 
the work and declared that the $500 limit on individual 
accounts should by all means be abolished. 

The subject of Senator Thomas’ address 
“Patriotism.” 


was 


The Investment Bankers Association, according to 
the reports submitted to the convention, has a mem- 
hership of 516, which includes a large number of 
branch offices. It has cash resources of about $1,900 
and an annual income of about $30,000. 
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RESERVE BOARD EXTENDS REGULATIONS 
AS TO “BANKERS’ ACCEPT ANCES” 


The following circular (No. 18, series of 1915, 
September 7, 1915, superseding Circular No. 11 of 
1915) with appended regulation (R, series of 1915, 
September 7, 1915, superseding regulation J of 1915) 
has been issued by the Federal Reserve Board: 

Circular 

In its circular of February 8, 1915, accompanying 
publication of its first comprehensive regulation (Regu- 
lation D, series of 1915) on acceptances, the Board 
used the following language: 

“The acceptance is still in its infancy in the field 
of American banking. How rapid its development will 
be cannot be foretold; but the development itself is 
certain. Opportunity is given by the Federal Reserve 
Act to assist the movement in this new direction; the 
present regulations are to be regarded as a first step 
and will be extended as circumstances and a reason- 
able regard for the other uses and needs of the credit 
facilities of the Federal Reserve System may war- 
rant.” 


In pursuance of this policy the Board, after pro- 
longed and careful consideration of the matter in all 
its phases, has reached the conclusion that the time is 
at hand for an extension of its acceptance regulation, 
as provided in the appended regulation (R) 


Regulation 
BANKERS’ ACCEPTANCES 
I 
DEFINITION 
In this regulation the term “acceptance” is defined 
as a draft or bill of exchange drawn to order, having 
a definite maturity, and payable in dollars, in the 
United States, the obligation to pay which has been 
accepted by an acknowledgment written or stamped 
and signed across the face of the instrument by the 
party on whom it is drawn; such agreement to be to 
the effect that the acceptor will pay at maturity ac- 
cording to the tenor of such draft or bill without quali- 
fying conditions. 
II 
STATUTORY REQUIREMENTS UNDER SECTIONS 13 AND 14 
Section 13 of the Federal Reserve Act as amended 
provides that— 
(a) Any Federal reserve bank may discount ac- 
ceptances— 
(1) Which are based on the importation or 
exportation of goods; 
(2) Which have a maturity at time of dis- 


count of not more than three months; 
and 

(8) Which are indorsed by at least one 
member bank. 

(b) The amount of acceptances so discounted shall 
at no time exceed one-half the paid-up cap- 
ital stock and surplus of the bank for which 
the rediscounts are made, except by author- 
ity of the Federal Reserve Board and of 
such general regulations as said Board may 
prescribe, but not to exceed the capital stock 
and surplus of such bank. 

(c) The aggregate of notes and bills bearing the 
signature or indorsement of any one person, 
company, firm, or corporation rediscounted 
for any one bank shali at no time exceed 
ten per cent. of the unimpaired capital and 
surplus of said bank; but this restriction 
shall not apply to the discount of bills of 
exchange drawn in good faith against 
actually existing values. 

Section 14 of the Federal Reserve Act permits 
Federal reserve banks, under regulations to be pre- 
scribecd by the Federal Reserve Board, to purchase and 
sell in the open market bankers’ acceptances, with or 
without the indorsement of a member bank. 


III 
RULING 

The Federal Reserve Board, exercising its power 
of regulation with reference to Paragraph II (b) here- 
of, rules as follows: 

Any Federal reserve bank shall be permitted to 
discount for any member bank “bankers’ acceptances” 
as hereinafter defined up to an amount not to exceed 
the capital stock and surplus of the bank for which the 
rediscounts are made. 

IV 
ELIGIBILITY 

The Federal Reserve Board has determined that, 
until further order, to be eligible for discount under 
section 13, by Federal reserve banks, at the rates to 
be established for bankers’ acceptances: 

(a) Acceptances must comply with the provisions 

of Paragraph II (a), (b), (c) herecf; 

(b) Acceptances must have been made by a mem- 
ber bank, non-member bank, trust company, 
or by some firm, person, company, or corpo- 
ration engaged in the business of accepting 
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or discounting. Such acceptances will here- 
after be referred to as “bankers’” accept- 
ances ;* 

(c) A banker’s acceptance must be drawn by a 
purchaser or seller or other person, firm, 
company, or corporation directly connected 
with the importation or exportation of the 
goods involved in the transaction in which 
the acceptance originated, or by a “banker.” 
The bill -nust not be renewed after the books 
have been surrendered to the purchaser or 
consignee, except for such reasonable period 
as may have been agreed upon at the time 
of the opening of the credit as a condition 
incidental to the importation or exportation 
involved, provided that the bill must not 
contain or be subject to any condition 
whereby the holder thereof is obligated to 
renew the same at maturity. 

(d) A: banker’s acceptance must bear on its face 
or be accompanied by evidence in form sat- 
isfactory to a Federal reserve bank that it 
originated in, or is based upon, a transaction 
or transactions involving the importation or 
exportation of goods. Such evidence may 
consist of a certificate on ,or accompanying 
the acceptance to the following effect: 


This acceptance is based upon a trans- 
action involving the importation or exporta- 
tion of goods. Reference No. —. 
Name of acceptor 


(e) Bankers’ acceptances, other than those of 
member banks, shall be eligible only after 
the acceptors shall have agreed in writing 
to furnish to the Federal reserve banks of 
their respective districts, upon request, in- 
formation concerning the nature of the 
transactions against which acceptances (cer- 
tified or bearing evidence under IV (d) 
hereof) have been made. 

(f) A bill of exchange accepted by a “banker” 
may be considered as drawn in good faith 
against “actually existing values,” under II 
(c) hereof, when the acceptor is secured by 
a lien on or by transfer of title to the goods 
to be transported or by other adequate 
security ; 

(g) Except in so far as they may be drawn in 


* Drafts and bills of exchange eligible for rediscount under sec- 


tion 13, other than “bankers’’’ acceptances, have been dealt with 
by Regulation B, series of 1915, 
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good faith against actually existing values, as 
under (f), the bills of any one drawer drawn 
on and accepted by any firm, person, com- 
pany, or corporation (other than a bank or 
trust company) engaged in the business of 
discounting and accepting, and discounted by 
a Federal reserve bank, shall at no time ex- 
ceed in the aggregate a sum equal to a def- 
nite percentage of the paid-in capital of such 
Federal reserve bank; such percentage to be 
fixed from time to time by the Federal Re- 
serve Board. 

(h) The aggregate of acceptances of any firm, 
person, company, or corporation (other 
than a bank or trust company) engaged in 
the business of discounting or accepting, 
discounted or purchased by a Federal re- 
serve bank, shall at no time exceed a sum 
equal to a definite percentage of the paid-in 
capital of such Federal reserve bank; such 
percentage to be fixed from time to time by 
the Federal Reserve Board. 

To be eligible for purchase by Federal reserve 
banks under section 14, bankers’ acceptances must com- 
ply with all requirements and be subject to all limita- 
tions hereinbefore stated, except that they need not 
be indorsed by a member bank: Provided, however, 
That no Federal reserve bank shall purchase the ac- 
ceptance of a “banker” other than a member bank 
which does not bear the indorsement of a member bank, 
unless a Federal reserve bank has first secured a satis- 
factory statement 2f the financial condition of the ac- 
ceptor in form to be approved by the Federal Reserve 
Board. 

POLICY AS TO PURCHASES 

While it would appear impracticable to fix a maxi- 
mum sum or percentage up to which Federal reserve 
banks may invest in bankers’ acceptances, both under 
section 13 and section 14, it will be necessary to watch 
carefully the aggregate amount to be held from time 
to time. In framing their policy with respect to trans- 
actions in acceptances, Federal reserve banks will have 
to consider not only the local demands to be expected 
from their own members, but also requirements to be 
met in other districts. The plan to be followed must 
in each case adapt itself to the constantly varying needs 
of the country. 


Cuaries S. Hamiin, Governor. 
H, Parker Secretary. 
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The following circular (No. 17, series of 1915, 
September 3, 1915), with appended regulation (Q, series 
of 1915, September 3, 1915), has been issued by the 
Federal Reserve Board: 

Circular 


In Regulation B, series of 1915, the Board has 
established the policy of encouraging transactions of 
Federal reserve banks in trade acceptances and in com- 
modity paper by admitting these kinds of paper to be 
rediscounted by Federal reserve banks with the waiver 
of the particular requirements with reference to state- 


ments. 

In pursuance of this policy, the Board has issued 
a regulation (P, series of 1915) laying down the condi- 
tions under which trade acceptances may be discounted 
by Federal reserve banks at a special rate to be pub- 
lished for this kind of paper. In further pursuance 
of the same policy, the Board in the appended regula- 
tion (Q, series of 1915) has authorized special rates 
on commodity paper. 


It is expected that this new class of paper with its 
special rates will prove of particular efficacy in meet- 
ing the seasonal demands for credit facilities in the 
crop-producing districts, and the Board in authorizing 
these special rates will rely on the Federal reserve 
banks to adopt a policy which will result in securing 
for the ultimate borrowers the extension of credit on 
moderate terms by member banks. As in the case of 


trade acceptances, the rates to be established for com- 
modity paper may be expected to be lower than the 


The Federal Reserve Bank of Richmond has had 
prepared by counsel a resumé of the laws of the cotton 
states of the district relating to warehouse receipts, and 
also has prepared a uniform cotton warehouse receipt, 
which the bank recommends for general adoption. The 
resumé of the laws and the recommended form of ware- 
house receipt, together with an explanatory circular of 
the bank, are published below: 


Circular No. 24. 
FEDERAL RESERVE BANK OF RICHMOND. 
Richmond, Va., August 31, 1915. 
WAREHOUSE RECEIPTS FOR COTTON AND OTHER 
COMMODITIES. 

For the benefit of member banks concerned, we 
have had prepared by counsel and present herewith a 
resumé of the laws of Virginia, North Carolina and 
South Carolina, the cotton states of this district, relat- 
ing to warehouse receipts, having particular reference 
to the storage of cotton. : 

We have received many requests to furnish an ac- 
ceptable form of warehouse receipt, and, in response to 
this desire, have prepared the form enclosed with this 
circular letter, which we recommend to member banks 
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rates established for ordinary commercial paper. It 
will be left to the ciscretion of the Federal reserve 
banks to determine whether different rates should be 
established for trade acceptances and commodity paper. 
Uniformity of rate may appear to be desirable in dis- 
tricts where there are transactions in both kinds of 
paper. 
Regulation 

In this regulation the term “commodity paper” is 
defined as a note, draft, or bill of exchange secured by 
warehouse terminal receipts, or shipping documents 
covering approved and readily marketable, non-perish- 
able staples properly insured. 

‘Commodity paper, to be eligible for discount by 
a Federal reserve bank under section 13, at the special 
rates hereby authorized to be established for com- 
modity paper below the usual commercial rates, must 
(a) comply with all the requirements of Regulation B, 
series of 1915, paragraphs I and II, or with the re- 
quirements of Regulation C, series of 1915; (b) and 
be paper on which the rate of interest or discount, 
including commission charged the maker, does not ex- 
ceed six per cent. per annum, and also (c) comply 
with such regulations as may be issued by Federal 
reserve banks covering requirements as to warehouse 
or terminal receipts, shipping documents, insurance, 
etc., adapted to the particular needs of its district as 
a condition of the special rate herein authorized. 

Federal reserve banks are now authorized to sub- 
mit rates for the discount of commodity paper in ac- 
cord with this regulation for review by the Board. 


for general adoption by warehouses located in the three 
states mentioned. It is very desirable to have uniform 
receipts. This form is adapted to the use of all persons 
or corporations in the three states acting as warehouse- 
men, and, with slight alteration, will answer for any 
commodity. 

While the form is offered only as a suggestion to 
member banks and without prejudice to forms now in 
use and accepted by them, it is well to state here that 
many warehouse receipts which accompany paper sub- 
mitted to us are lacking in certain features required by 
law, and are so informal in appearance and so carelessly 
made out as to raise a natural doubt in the mind of the 
holder whether the commodity involved is properly handled 
and cared for; and having regard only to the value of the 
property offered as collateral, such documents (ware- 
house receipts) making transfer of title thereto, do not 
inspire a proper sense of security in the lender. It 
should always be borne in mind by warehousemen that 
these receipts, when negotiable, may have a currency far 
beyond their place of issue, especially under present con- 
ditions. 

It is very greatly to the interest of the cotton owners 
that cotton should be so stored and cared for, and that 
the warehouse receipt therefor should be in such form 
as to make it acceptable collateral under all circum 
stances wherever offered. 
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CUSTODIAN 


RESPONSIBLE FOR DELIVERY 


ENDORSEMENT OF PARTIAL DELIVERY 


The cotton described below has been delivered, and is hereby released from this receipt. 


QUANTITY DELIVERED 


Cotton remaining on storage is subject to and responsible for all unpaid charges and expenses specified in the within 


Receipt. 


OFFICIAL SIGNATURE OF 


DATE OF DELIVERY 


| 

! 
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This need not add to the cost of storage. Cotton 
should be properly stored and cared for in any event. 

{n North Carolina, a corporation acting as ware- 
houseman, when it nas not a paid-in capital of $5,000 
or more, must furnish a bond in an amount not less 
than $10,000, and it is required that the amount of the 
bond and the name of the company in which it is taken 
be stated in the warehouse receipt. It is also required 
that the rate of charges for storing the property and the 
amount and rate of any other charge thereon shall be 
stated in the receipt. 

When the warehouseman is not a corporation, it is 
desirable that his receipts, when offered as collateral, 
should furnish the same information, give his financial 
responsibility, and afford the same protection. 

It should be needless to state that goods stored in 
the custody of the owner do not offer acceptable security 
from a legal or other point of view. 

It is suggested that warehouses consult the con- 
venience of those storing cotton, and issue their receipts 
in denominations which will avoid as-far as practicable 
the necessity of making partial deliveries. 

xtra copies of this circular and specimen ware- 
house receipts may be obtained by members, and will be 
furnished to warehouses for their information when de- 


sired. 


We take this occasion to refer to our cotton circular, 
No. 23, issued August 9. 

Many banks have written te us asking the limit to 
which this bank will go in extending to them the aid 
demanded in their localities. 

To be effective, the aid extended must be adequate. 
If member banks will perform the part required of them, 
as outlined in our previous circular above referred to, 
funds for the purpose will be abundant and available. 
A feeling of entire confidence should prevail in every 
locality. 

It is not the purpose to encourage speculation in 
cotton on the part of farmers, or others, but to enable 
member banks to assure owners that loans can be ob- 
tained in small or large amounts in order to prevent 
the necessity of having to force cotton upon the market 


to pay debts and provide for needs, when a reasonably 
normal market does not exist, or when there are no 


buyers for it except at ruinous prices. ‘This action is in 
the interest not alone of cotton producers, but of the 
entire community affected thereby. 

We think it proper and just to refer with emphasis 
to the fact that within a very short period a second 
emergency, this time more locat in its nature, although 
of wide extent, has again demonstrated the value of 
membership in the Federal reserve system, and the 
closeness of relation between the I'ederal reserve bank 
and the member banks and their customers. ‘ 

GeEoRGE J. SEAY, Governor. 


LAWS RELATING TO WAREHOUSE RECEIPTS 


VIRGINIA. 

In 1908 Virginia adopted the act with reference to 
the issue of warehouse receipts, which was drafted by 
the Commissioner on Uniform State Laws, and is in 
force in a number of states in the Union. 

It will be found in Pollard’s Supplement to the 
Virginia Code, 1910, pages 801 et seg. ; 

The act permits warehouse receipts to be issued by 
any warehouseman, and is not limited to any particular 
kind of goods. 

It provides for negotiable and non-negotiable re- 
ceipts, and the iast-named must have plainly marked on 
their face “non-negotiable.” 

The warehouseman is given a lien on goods de- 
posited, or on the proceeds thereof in his hands, for all 
lawful charges for storage or preservation of the goods; 
also for all lawful claims for money advanced, interest, 
insurance, transportation, etc., in relation to such goods; 
also for all reasonable charges and expenses for notice 
and advertisement of sale, and for sale of the goods 
where default has been made to satisty the warehouse- 
man’s lien. But in the case of a negotiable receipt, the 
warehouseman shall have no lien thereon, except for 
charges for storage of these goods subsequent to the date 
of the receipt, unless the receipt expressly enumerates 
other charges for which a lien is claimed, 
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Sections 17 and 18 provide for “interpleader of 
adverse claims.” 

_ Section 20 makes the warehouseman liable for non- 
existence or mis-description of the goods. 

Section 25 provides that “Where goods are deliv- 
ered to a warehouseman by the owner, or by a person 
whose act in conveying the title to them to a purchaser 
in good faith for value would bind the owner, and a 
negotiable receipt is issued for them, they cannot there- 
after, while in the possession of the warehouseman, be 
attached by garnishment or otherwise, or be levied upon 
under an execution, unless the receipt be first surren- 
dered to the warehouseman, or its negotiation enjoined.” 

This section further provides—“The warehouseman 
shall in no case be compelled to deliver up the actual 
possession of the goods until the receipt is surrendered 
to him or impounded by the court.” 

Part Three of the act deals with the rights of a 
am to whom a receipt has been negotiated or trans- 
erred. 

Section 41 is as follows: 

“A person to whom a negotiable receipt has 
been duly negotiated acquires thereby— 

“(a) Such title to the goods as the person 
negotiating the receipt to him had, or had ability 
to convey to a purchaser in good faith for value, and 
also such title to the goods as the depositor or per- 
son to whose order the goods were to be delivered 
by the terms of the receipt had, or had ability to 
convey to a purchaser in good faith for value, and 

“(b) The direct obligation of the warehouse- 
man to hold possession of the goods for him accord- 
ing to the terms of the receipt as fully as if the 
warehouseman has contracted directly with him.” 

The opinion of counsel is that the pledgee of a 
negotiable warehouse receipt issued in Virginia obtains 
a first lien on the commodity for which it is issued which 
cannot be displaced except for the following causes: 

(1) Goods when not delivered to warehouse by 
owner or by a person whose act in conveying the title to 
them to a purchaser in good faith for value would not 
bind the owner. 

(2) A valid lien upon the commodity obtained 
prior to its deposit. 

(3) The non-existence of the commodity in the 
warehouse. In this case the warehouseman is liable. 

(4) The amount of advances made and liability 
incurred for which the warehouseman claims a lien, 
which, when a negotiable receipt has been issued, must 
be enumerated on face of the receipt. 

(5) Charges of warehouseman for storage occur- 
ring subsequent to the date of the receipt. 


NORTH CAROLINA. 


The Statute Law upon the subject of public ware- 
housemen in North Carolina will be found in Pell’s Re- 
visal of 1908, page $029, chapter 75. 

This statute permits any corporation organized 
under the laws of North Carolina whose charter author- 
izes it to engage in the business of warehouseman to 
become a public warehouse, and to keep and maintain 
the same tor storage of cotton, goods, wares or other 
merchandise. 

If such a corporation has not a paid-in capital of 
$5,000 or more, it must furnish a bond in an amount 
not less than $10,000 to be approved by the clerk of 
the Superior Court of the county in which such ware- 
houseman is located, as a condition for the faithful per- 


formance of the duties of a public warehouseman. 


If the paid-in capital stock exceeds $5,000, such 
bond does not have to be given, and upon this bond any 
person injured by the failure of the warehouseman to 
perform any duty or comply with any of the provisions 
of the statute may bring an action. 

Such public warehouseman is authorized to issue 
either negotiable or non-negotiable warehouse receipts, 
and when a non-negotiable receipt is issued, the words 
“non-negotiable” shall be plainly written, printed or 
stamped on the face thereof. The receipt is required 
to state the rate of charges for storing the property, 
and the amount and rate of any other charge thereon, 
and also the amount of the bond and name of the com- 
pany in which the bond is taken. 
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All warehouse receipts issued by warehousemen shall 
be valid and binding in the hands of all bona fide holders 
for value without registration. 

The statute provides that title to the commodity 
shall pass to a purchaser or pledgee by indorsement and 
delivery to him of the warehouseman’s receipt therefor, 
where the receipt is negotiable. 

The statute of North Carolina provides for a num- 
ber of liens upon agricultural products. Section 1993 
provides for landlord’s lien. Section 2034 creates a lien 
on crops in favor of labor. Section 2052 gives an agri- 
cultural lien to any person who shall advance supplies 
to another engaged in the cultivation of a crop. By 
sections 1039 and 1040, the owner of a growing crop 
may execute a valid mortgage thereon. Doubtless there 
are other liens. 

The opinion of counsel is that the pledgee of a 
warehouse receipt obtains a first lien on the commodity 
therein described, subject to be displaced by any of the 
following causes: 

(1) ‘That depositor did not have good title to the 
commodity covered by the receipt. 

(2) That even if the depositor did not have title 
to the property at the time of deposit, but that the same 
was subject to any valid lien, this valid lien would be 
superior to the lien of the pledgee of such receipt. 

(3) That lien of the pledgee of a warehouse re- 
ceipt could not be displaced by judgment or other legal 
process issued against the original depositor in favor 
of a general creditor who had not acquired a statutory 
or contract lien prior to the date of deposit of the com- 
modity in such warehouse. 

(4) The non-existence of the commodity in the 
warehouse. But for this the warehouseman is liable. 

Under the laws of North Carolina, as frequently 
construed by its courts, the purchaser of personal prop- 
erty in open market acquires no better title thereto than 
the seller thereof has, and, consequently, such purchaser 
takes it subject to any valid lien thereon. 

From this it follows that the pledgee of a ware- 
house receipt would acquire no better title to the com- 
modity referred to therein than the depositor had at the 
time the commodity was deposited and the receipt was 
issued. 

SOUTH CAROLINA. 

The provisions of the Statute Law of South Caro- 
lina with reference to public warehousemen will be found 
in copy of laws of South Carolina 1912, vol. 1, page 712, 
section 2582, et seq. 

Any person engaged in the business of a warehouse- 
man, or any corporation organized under the laws of 
that state, whose charter authorizes it to engage in the 
business of a warehouseman within the state, may be- 
come a public warehouseman and establish and maintain 
warehouses for the storage of cotton, goods, wares and 
other. merchandise. 

The warehouseman is required to give a bond with 
a surety company in an amount equal to ten per cent. 
of the estimated value of the goods for which the ware- 
house will provide storage, and any person injured by 
the failure of the warehouseman to perform his duty, 
or by any violation of the provisions of the act, may 
bring suit upon said bond. 

Every such warehouseman is authorized to give each 
person depositing property for storage a receipt therefor 
negotiable or non-negotiable in form, and if the latter, 


CERTIFICATION OF POSTDATED CHECK 


Cashier has no authority to certify post-dated check 
before due date and holder, taking with notice, 
cannot recover thereon from bank. 


From Oklahoma.—A gives B a check postdated. B 
writes to the bank in regard to the check, and the cashier 
of the bank on which the check is drawn writes to B 
giving him a written guarantee that the check will be 
paid when due. Has the cashier authority to guarantee 
the payment of this check and will it hold in court? 


I do not think the cashier has authority to bind 
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the words “non-negotiable” must be 
printed or stamped on its face. 

_ The warehouseman is prohibited from issuing a re- 
ceipt for property unless actually received and unless 
the goods are in actual custody. ? 

The warehouse receipt may be transferred by in- 
dorsement and delivered to the person or pledgee who 
shall be deemed to be the owner of the commodities thane 
in specified so far as to give validity to any pledge, lien 
or transfer made or created by such person or persons 

The provisions of the law forbid the delivery of 
property except on surrender and cancellation of the 
original receipt, or indorsement of delivery thereon, in 
case of partial delivery. This does not apply to property 
replevied or removed by operation of law. 

At an extra session of the Legislature of South 
Carolina in 1914—Acts of South Carolina, Extra Ses- 
sion 1914, page 18—the State Cotton Warehouse System 
for the State of South Carolina was provided. It pro- 
vided for a State Warehouse Commissioner and for a 
State Warehouse Board, and authorized the Commission 
under certain circumstances to acquire by lease prop- 
erty for the warehousing of cotton. 

The act authorized receipts to be issued for cotton 
under the seal and in the name of the State of South 
Carolina, which are transferable by written assignment 
and actual delivery, and the cotton which it represents 
t» be deliverable only on a physical presentation of the 
receipt, which is to be marked “cancelled” when the cot- 
ton is taken from the warehouse. The receipt carries 
absolute title to the property, it being the duty of the 
officer accepting the same for storage, by inspection of 
the clerk’s office, to ascertain whether there are on file 
crop mortgages or liens for rent, or labor liens, verbally 
cr in writing, covering said cotton, before he accepts 
the same and issues a receipt; and it is the duty of the 
clerk or register of conveyances of the respective counties 
to furnish, without charge, from his records, a certificate 
as to any liens and mortgages upon the request of the 
warehouse commissioner, or officers under him charged 
with the responsibility under this act. 

The commissioner is required to give bond to the 
State of South Carolina in the sum of $50,000 to guar- 
antee the faithful performance of his duty. 

A penalty is provided for the manager of any ware- 
house, agent, employe, etc., who issues or aids in issuing 
a receipt for property, knowing that such property has 
not been actually placed in the warehouse. The punish- 
ment for each offense is by fine or imprisonment. 

Imprisonment or a fine shall be imposed upon any 
person who shall deposit or attempt to deposit cotton 
upon which a lien or mortgage exists without notifying 
the manager of the warehouse. 

The act also provides that the State of South Caro- 
lina shall not be liable for the cotton. 

It is the opinion of counsel that the pledgee of a 
warehouse receipt under the provisions of the general 
statutes of South Carolina first hereinbefore referred to, 
or under the act of the extra session of 1914, obtains a 
first lien on the commodity for which it is issued which 
cannot be displaced except in the following causes: 

(1) Want of title in deposit or at the time of 
deposit. 

(2) <A valid lien upon the commodity obtained 
prior to its deposit. 

(3) The non-existence of the commodity in the 
warehouse. In this case the warehouseman is liable. 


plainly written, 


his bank by guaranteeing the payment of a postdated 
check. It has been held that a cashier has no authority 
by virtue of his office to certify a postdated check and 
that one who takes the’ check by indorsement before 
the due date arrives cannot recover thereon from the 
bank because he has notice from the face of the check 
of its wrongful certification. Clarke Nat. Bank v. 
Bank of Albion, 52 Barb. (N. Y.) 592. I think, there- 
fore, in the case stated that B could not hold the bank 
upon its cashier’s letter guaranteeing payment of the 
check when due. 
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OPINIONS OF THE GENERAL COUNSEL 


INDORSEMENT BY CORPORATION ON RE- 
NEWAL OF TRADE PAPER 


Where A gives note to B company for goods sold 
and at maturity, by ‘arrangement with B for 
renewal of part of debt, pays note to bank and 
executes new note to B for less amount, which 
B indorses and discounts, opinion that trans- 
action constitutes a renewal and not a payment, 
that new note is based on same consideration as 
old and that indorsement of B company is not 
for accommodation. 


Krom Wisconsin.—In the July number of the Asso- 
cintion’s Bulletin we have an article on page 47 dealing 
with the acceptance py Federal reserve banks of renewal 


notes as rediscounts, and this renews a question which 
has been asked of us different times concerning the in- 
dorsement of a corporation on a note considered as ac- 
commodation paper und the indorsement of a corporation 
on trade paper or renewals thereof. 

Assuming that a corporation cannot legally indorse 
purely as an accommodation, how does the law regard a 
corporation indorsement on a note given as part or in full 
renewal of a note which is strictly trade paper? To 
illustrate: “A” company gives “B” company a note of 
$4,000 as full settlement of a consignment of goods. “B” 
company indorses and offers the note to its bank as trade 
paper for discount. Before maturity “A” company ar- 
ranges with “B” company for a renewal of $2,500. “A” 
company sends the holding bank a check in full payment 
of the $4,000 note; later “B” company offers for discount 
the $2,500 renewal bearing ‘“‘B” company’s indorsement. 
A stockholder of **B” company sets up the claim that the 
indorsement by his company on the $2,500 note is an 
“acecommodation indorsement,” that the officers exceeded 
their authority, and that, therefore, his company is not 
liable to the holding bank. 

No doubt many notes given as trade paper are not 
fully paid at maturity and renewals are given discounted 
by banks and considered regular. The question then is, 
what distinguishes accommodation paper from trade 
paper? Whether or not the bank knows that a note 
bearing a corporation indorsement is a renewal of or 
original trade paper, can the corporation indorsing be 
held? We take the liberty of appealing to you, with a 
view toward getting information based on authority to 
satisfy the doubts of our directors. 


It may be stated as a general proposition with- 
out discussion or citation of authorities that a cor- 
poration unless specially authorized cannot indorse 
accommodation paper for the benefit of a third per- 
son; that a bank taking such paper with knowledge 
that the indorsement was for accommodation cannot 
hold the indorser; but that if the corporation has 
power to indorse bills and notes in the course of its 
business, and the bank acquires such paper for value, 
without knowledge that the indorsement is for accom- 
modation, it can enforce same against the corporation. 

The above propositions being cleared away, the 
main question presented is whether the indorsement 
of the corporation in the case stated is for accommo- 
dation or for value. Originally A corporation gives 
B corporation a note for value, in payment of goods, 
and B indorses this to and discounts it with a bank. 
This is strictly paper arising out of a trade transac- 
tion and B’s indorsement is not for accommodation 
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of A, who does not receive the proceeds, but an in- 
dorsement to the bank for value given by the bank. 
Then, before maturity, A and B arrange for a re- 
newal of part of the debt and in pursuance of suca 
arrangement A; pays the note to the bank at maturity 
and gives B a new note for less amount, which B 
indorses to the bank for value given by the bank. 


Under such circumstances I am inclined to think 
that the indorsement by B is not for accommodation 
and that, although the bank has knowledge of the 
entire transaction, it can hold the indorser in the event 
of non-payment by the maker. 


If it were a case where there was no arrangement 
for renewal and A’s debt on the note to B was paid 
by A to the bank and thereafter A, desiring accom- 
modation, gave a new note to B, which B indorsed 
over to the bank and the proceeds were paid to A, the 
note of A to B would not be for value given in trade 
by B to A and the indorsement by B would doubtless 
be held to be for accommodation of A, upon which 
B wouid not be liable to an indorsee who took with 
knowledge of the accommodation character. 
is not the case here. 


3ut such 


The general rule is that a note given merely in 
renewal of another note and not in payment, the orig- 
inal being retained, does not extinguish the original 
debt but merely postpones the time of payment. In 
some cases the rule is different where the original note 
is surrendered as this, without more, would indicate 
that the new note was given in payment of the old 
note ana in discharge of the debt represented thereby. 
But where, as here, there is an express agreement 
that the debt, or a part of the debt, shall be extended 
and that this shall be accomplished by A’s paying and 
taking up the old note and as a part of the same 
transaction executing a new note for a portion of 
the amount which through indorsement of B is dis- 
counted with the bank in place of the old note, ic 
seems to me the courts would be likely to hold that 
the portion of the debt represented by the new note 
had not been paid; that such new note was virtually 
a renewal of a part of the debt and that B’s indorse- 
ment thereof was not for accommodation but an in- 
dorsement of a renewal of paper representing a trade 
debt. 

It has been held that whether a note is paid by 
the taking of a new note or merely renewed depends 
upon the intention. Flanagin v. Hambleton, 54 Md. 
222; McElwee v. Metropolitan Lumber Co., 69 Fed. 
302. 

The last cited case bears a strong analogy to the 
case under consideration. Upon the question whether 
certain notes given by B (the maker) in January, 
1893, were renewals of former notes or were given 
for loans of money, the court instructed the jury that 
if there was an agreement between the M company 
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(the payee) and B that there should be renewals of 
the notes, and that, in order to maintain his credit, 
the same should be accomplished by B’s paying his 
first notes, and giving new ones of similar amount 
to the M company, which should procure their dis- 
count and forward the proceeds to B, such transac- 
tion would constitute a renewal of the first notes, the 
same being a matter of intention, though prima facie, 
taking up a note by check is payment; and it was 
held that this was no error. 


This is virtually the case here presented where 
there is an agreement between the maker and the 
payee company that there shall be a renewal—in the 
present case of part of the note—and to accomplish 
this the maker pays the note to the bank and gives 
a new note to the payee company, the latter to pro- 
cure its discount by the bank, and the transaction is 
held to ccnstitute a renewal and not a payment of the 
first note. Nowhere in the opinion in this case is the 
question raised or suggested that the M company was 
an accommodation indorser. 


Another case with certain points of similarity is 
Lee v. Hollister, 5 Fed. 752, where A and B executed 
a note on January 10, 1873, at four months, for $5,000, 
which was discounted by the Covington National Bank, 
and at maturity A, the principal, gave his check upon 
that bank fo. the amount of the note and took it up, 
and A and B gave a new note, which was discounted 
by the bank, and the proceeds placed to the credit of 
A to pay the maturing note, and this transaction was 
repeated at intervals of four months until February 
23, 1878, when the note in suit was executed, and it 
was held that the debt created in January, 1873, had 
not been paid, and that these new notes were merely 
renewals. 


It would seem reasonable to conclude, therefore, 
that under circumstances such as stated the new note 
is not accommodation paper but is based on the same 
consideration as the first note and that the indorse- 
ment by the payee corporation is not for the accom- 
modation of the maker but is an indorsement of paper 
taken in renewal of a note executed for a trade debt. 
Take the case where B sells goods to A. A does not 
pay for same but gives his promise to pay in form 
of a note. At maturity A: cannot pay the note in full 
and so, by arrangement, pays part cash and gives a 
new note for the balance. Clearly here the considera- 
tion of the new note is the merchandise sold by B 
to A so that if B indorses this new note and procures 
its discount, the indorsement is not for accommodation 
but an indorsement of paper representing a debt to 
B for goods sold, which has not been paid. Equally 
it would seem this conclusion should follow where 
to accomplish the same object the parties agree upon 
a form of transaction in which A pays the entire note 
to the bank and a new note for part of the amount is 
given to B which is indorsed to the bank. 
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LIABILITY OF INDORSER 


Presentment on day of maturity and notice of dis- 
honor required to hold indorser but if instru. 
ment made for accommodation of indorser and 
he has no reason to expect it will be paid if 
presented, neither presentment nor notice is 
required to hold indorser liable. 


From North Carolina.—A is the maker of prom- 
issory note payable to the order of B at a bank in X on 


‘ July 6, 1915. Before delivery to B the note is indorsed 


by C (simply writing his name across the back), ap- 
parently for accommodation. C negotiates the note to a 
bank in Y. The bank in Y mails the note to the bank 
in X on July 6, and it is received there during business 
hours of July 7, the day after maturity. There were no 
funds in the bank at X to meet the note, either on July 
6 or 7, and that bank upon receipt of the note sent notices 
of dishonor to all parties. Also the bank at Y, on July 6 
at the time of mailing the note to X, sent notices tu A’ 
B and C that the note was due and unpaid. There are 
no extenuating circumstances tending to excuse the bank 
at Y in failing to have the note at the bank in X on the 
day of maturity. No waiver of presentment, demand and 
notice of dishonor contained in the note. Are B and C 
discharged? 


The Negotiable Instruments Act provides that 
“where the instrument is not payable on demand, pre- 
sentment must be made on the day it falls due.” It 
also provides that “except as herein otherwise pro- 
vided presentment for payment is necessary in order 
to charge the drawer and indorsers.” The word 
“drawer,” of course, refers to the drawer of a bill and 
not to the maker of a note who is liable without pre- 
sentment. 

Under the law presentment of the note in ques- 
tion not having been made on the day it fell due, the 
indorsers, B and C, would be discharged unless their 
case should fall within some provision of the law 
under which presentment for payment:is not required 
or is dispensed with or delay in making presentment 
is excused. You state there are no extenuating cir- 
cumstances tending to excuse delay in presentment. 
The fact that notices of dishonor were mailed to B 
and ‘C on the due date, July 6, would be of no avail, 
because the requirement of notice of dishonor only 
exists “when a negotiable instrument has been dishon- 
ored by non-acceptance or non-payment” and at the 
time the notices were mailed, the instrument had not 
been dishonored as it had not been presented. There 
was, therefore, in this case, neither the presentment 
for payment nor notice of dishonor required by the 
law to hold the indorsers. 

There is only one contingency, so far as I can see, 
upon which one of the indorsers might be held in 
this case, and that is, in the event the note was made 
for the accommodation of the indorser. You state 
that the note was made by A payable to B; that C 
indorsed before delivery to B “apparently for ac- 
commodation,” and that C negotiated the note to a 
bank. If C’s indorsement was for accommodation of 
the maker, then both B and C would be discharged 
as indorsers. But the fact that C negotiated the note 
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and presumably received the proceeds might indicate 
that the note was made by A payable to B for the 
accommodation of C. It is the rule of the law mer- 
chant that where a note is made for the accommoda- 
tion of a particular indorser, such indorser is the real 
party who should make provision to pay the instru- 
ment at maturity, and the failure to make due pre- 
sentment or give due notice will be excused as to him, 
though not as to the other indorsers. Webster v. 
Mitchell, 22 Fed. 781; American Nat. Bank v. Junk 
Bros. 30 S.W. (Tenn.) 753; Brown v. Crofton, 76 
S.W. (Ky.) 872. The Negotiable Instruments Act 
has enacted this rule in statutory form in the follow- 
ing provision (Sec. 2229 No. Car. Act): 

“Presentment for payment is not required in order 
to charge an indorser where the instrument was made 


or accepted for his accommodation and he has no 
reason to expect that the instrument will be paid if 


presented.” 
In the light of the above, if the note was made 


for the accommodation of either B or C and such 
indorser had no reason to expect that the note would 
be paid if presented, he can be held liable, although 
there was no due presentment or notice of dishonor, 
for the Negotiable Instruments Act also provides that 
notice of dishonor is not required to be given to an 
indorser “where the instrument was made or accepted 
for his accommodation.” But if neither indorser was 
an accommodated party, they would be discharged 
from liability and the recourse of bank Y would be 
limited to the maker alone. 


RESTRICTIVE INDORSEMENT 


Conflict of authority upon whether indorsement ‘for 
deposit”’ is restrictive—Legal effect of restric- 
tive indorsement and attitude of banks with 
respect to indorsement “for deposit.” 

_ From Wyoming.—Kindly advise us if in your 
opinion an indorsement reading “for deposit to the credit 
of John Doe” is a restrictive indorsement in the meaning 
of See. 86 of the Negotiable Instruments Act. Should a 
bank refuse to receive for deposit a negotiable instrument 
so indorsed? The particular case we have in mind is 
that of a government check issued by the Treasury De- 
partment at Washington on the Treasurer of the United 
States, and indorsed for deposit by one of our customers. 


Section 36 of the Negotiable Instruments Act pro- 
vides that an indorsement is restrictive “which either 
(1) prohibits the further negotiation of the instru- 
ment, or (2) constitutes the indorsee the agent of 
the indorser or (3) vests the title in the indorsee in 
trust for or to the use of some other person.” 

Under this a restrictive indorsement stops further 
negotiability and carries notice that the indorsee is an 
agent of the indorser or holds the title in trust so 
that he cannot sell or pledge the instrument for value 
for his own benefit but can only collect the money 
or bring suit to enforce collection or transfer his right 
so to do to another; the money so collected being, 
of course, in behalf of the beneficial owner. Section 
37 of the Negotiable Instruments Act so indicates in 
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the provision that “a restrictive indorsement confers 
upon the indorsee the right (1) to receive payment 
of the instrument, (2) to bring any action thereon 
that the indorsee could bring, (3) to transfer his 
rights as such indorsee, where the form of the in- 
dorsement authorizes him to do so. But all subse- 
quent indorsees acquire only the title of the first in- 
dorsee under the restrictive indorsement.” 

The above being the nature of a restrictive in- 
dorsement, you ask whether an indorsement reading 
“for deposit to the credit of John Doe” is restrictive. 
The courts have held both ways upon this proposition. 
For example, in Ditch v. Western Bank, 79 Md. 192, 
it was held that the indorsement “for deposit to the 
credit of A” is not restrictive but a title-conveying 
form of indorsement and an indorsee of the bank of 
deposit acquires good title thereunder. On the other 
hand, many courts hold that an indorsement “for de- 
posit” is restrictive. Beal v. City of Somerville, 50 
Fed. 647. In Haskell v. Avery, 181 Mass. 106, the 
Supreme Court of Massachusetts held that an indorse- 
ment “for deposit to the credit of” the depositor, while 
it gives notice of a trust, gives the bank the right 
to collect the instrument, and to sue on it in its own 
name; and the bank can indorse the paper and pass 
the legal title, subject to the trust, to the bank or 
person ultimately called upon to collect. 

Without further citation, the weight of authority 
is to the effect that an indorsement “for deposit to the 
credit of” the depositor is restrictive. 

Your further question is, should a bank refuse to 
receive for deposit a negotiable instrument so in- 
dorsed? This, I think, would depend upon the char- 
acter of the instrument and of the transaction between 
bank and depositor. For example, if A should make 
his note ts B and B should discount it with his bank, 
the latter should not accept it under a form of in- 
dorsement “for deposit” because the bank might de- 
sire to further negotiate or pledge the note for value 
and the form of indorsement might be held to restrict 
the negotiability and charge a prospective purchaser 
with notice so that the bank would be deprived of the 
right of negotiation. But in the ordinary case where 
a check or note is deposited in bank by a customer, 
not to, be discounted but simply placed to his credit 
and collected in the usual way, I see no particular 
objection to this form of indorsement any more than 
there might be to an indorsement “for collection” or 
“pay any bank or banker” which have been held re- 
strictive. Under such form of indorsement the bank 
can collect the instrument, can bring suit on it or can 
indorse it to another bank for such purposes, the bank 
or subsequent restricted indorsees not holding abso- 
lute title but a special title or agency for the use of 
the owner. Some clearing house associations have 
made rules excluding from the clearings all items 
bearing restrictive indorsements unless such indorse- 
ments are guaranteed and they have construed the in- 
dorsement “for deposit” to be restrictive within the 
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meaning of these rules. But such provision for guar- 
anty is for the benefit of the payor, as some courts 
have held that where a prior indorsement is a forgery, 
a restricted indorsee by his indorsement does not war- 
rant genuineness, but is only an agent and not re- 
sponsible for the forgery after he has turned the pro- 
ceeds over to his principal before notice thereof. I 
understand, furthermore, that it is the preference of 
some banks to have straight or title-conveying indorse- 
ments by depositor to bank; but I see no particular 
reason why a bank should refuse to receive for de- 
posit a check indorsed restrictively, unless to avoid 
the making of special guaranty of the indorsement. 
In the particular case you have in mind, where a 
government check on the treasury is indorsed for de- 
posit by one of your customers, the check can be re- 
ceived and forwarded for collection, but as the cus- 
tomer’s indorsement might be held restrictive, the 
payor would probably require a guaranty of genuine- 
ness of prior indorsements either by your bank or the 
subsequent collecting bank, so that if the indorsensent 
of the customer should prove a forgery or unauthor- 
ized, there would be clear recourse upon the guaranty. 


ACCOMMODATION INDORSER OF CORPORA- 
TION NOTE 


_ Person indorsing corporation note before delivery 


to payee liable as indorser and discharged by 
holder’s failure to give due notice of dishonor. 


From Illinois——A, a corporation, executed its note 
for $1,000, payable to B on demand, which C, one of 
the officers of A, indorsed in blank on the back thereof, 
before delivery. The proceeds of the note were pro- 
eured for and used by A, C receiving no other benefit 
thereof than as one of the shareholders of A. The note 
contained no provision waiving presentment for payment, 
protest, notice of non-payment, etc. The note was exe- 
cuted, indorsed and payable in the state of Illinois. 
Payment of the note was demanded about ninety days 
after date, but not paid. Indorser was not notified of 
its non-payment for several weeks after payment de- 
manded. Is C now liable for the payment of said note 
under the provisions of the Uniform Negotiable Instru- 
ments Act? 


Under the Negotiable Instruments Act C, the in- 
dorser, is released from liability. C indorsed in blank 
before delivery to the payee. The liability of a person 
other than a party to the instrument so placing thereon 
his signature in blank before delivery, is declared by 
the Negotiable Instruments Act to be that of indorser. 
See Section 64 Ill. Act. By other sections of the act 
due presentment for payment must be made and notice 
of dishonor given in order to charge the indorser. The 
note in question is payable on demand and the act re- 
quires that presentment of such an instrument must 
be made within a reasonable time after its issue. Waiv- 
ing the question whether ninety days after date was 
within a reasonable time after its issue, the fact that 
the indorser was not notified of its non-payment for 
several weeks after payment was demanded, is of it- 
self sufficient to discharge the indorser. Where the 
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indorser and the holder reside in the same place, the 
Act requires that notice must be given not later than 
the day following dishonor, and if the person giving 
and the person to receive notice reside in different 
places, the notice must be mailed the following day, 
or if there be ‘no mail at a convenient hour on that 
day, by the next mail thereafter. See Sections 102 and 
103, Ill. Act. It follows from the above that C, the 
indorser of the corporation note in question, was dis- 
charged from liability because of failure to give due 
notice of dishonor, irrespective of the question whether 
demand of payment was made in due season to hold 
him liable. 


DRAWER’S LIABILITY ON ACCEPTANCE 


In Texas liability of drawer of accepted draft fixed 
by due protest and notice or, without protest, 


by suit against acceptor as provided by statute. 


From Texas.—I am enclosing herewith sample draft 
of Smith & Son for $40 on Jones & Company 
accepted by Jones & Company, and I will thank you to 
advise us if the drawer, Smith & Son, are in any way 
liable on this draft after it has been accepted. 


The sample draft enclosed is drawn by Smith & 
Son on Jones & Company at sixty days’ sight and ac- 
cepted by Jones & Company August 25, 1915, the date 
of the draft. The effect of an acceptance is not to dis- 
charge the drawer but to constitute the acceptor the 
principal debtor. The bill becomes by the acceptance 
very similar to a promissory note, the acceptor being 
the promisor and the drawer standing in the relation 
of an indorser. The draft enclosed is drawn and pay- 
able in Texas and is governed by the law of that state. 
Texas has not yet adopted the Negotiable Instruments 
Act and the procedure necessary to hold the drawer 
liable is regulated by the state statute. Under Article 
579 Vernon’s Sayles’ Tex. Civ. Statutes, 1914, the holder 
of any bill of exchange assignable or negotiable by 
law may secure and fix the liability of any drawer with- 
out protest or notice, by instituting suit against the 
acceptor before the first term of the District or County 
Court to which suit can be brought, after the right of 
action shall accrue; or by instituting suit before the 
second term of such court after the right of action 
shall accrue and showing good cause why suit was not 
instituted before the first term next after the right of 
action accrued. It is further provided by Article 590 
that the holder of any bill of exchange assignable or 
negotiable by the law merchant may also secure and 
fix the liability of any drawer of such bill of exchange, 
for the payment thereof, without suit against the ac- 
ceptor, by procuring such bill to be regularly protested 
by a notary for non-payment and giving notice of such 
protest to the drawer according to the usage and cus- 
tom of merchants. 

In the case of the above draft, therefore, if it is 
not paid at maturity by the acceptor, on due present- 
ment, the holder can have the draft protested and 
notice given the drawer and, his liability being thus 
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fixed, may proceed to sue him; or, without protest he 
can fix the liability of the drawer by bringing suit 
against the acceptor as above provided. It would ap- 
pear also under the law of your state that where there 
is no protest of the draft and no suit on the draft 
against the acceptor as above provided, the drawer 
may still be held if it is shown that the acceptor was 
a non-resident of the state, or resided in such part of 
the state as not to be reached by ordinary process of 
law, or that his residence was unknown and could not 
be ascertained by the use of reasonable diligence and 
that such condition existed at the time suit should 
have been brought. See a recent Texas decision to 
this effect, Seguin Milling & Power Company v. Guinn, 
137 S. W. 456. 


RAISED CHECK 


Bank crediting customer with amount of raised check 
of another customer, should charge back excess 
to depositor and credit same to drawer’s 
account. 


From New Hampshire.—Ten days ago we received 
in a deposit from a responsible customer a check listed 
as $80 which we so paid and charged to another cus- 
tomer’s account as $80. We are now advised that the 
check was written for $8 and was raised from $8 to $80 
by the party to whom it was given and then cashed with 
the party from whom we received it. The check was 
not protected in any way and was very carelessly writ- 
ten. Will you please advise us our position in the mat- 
ter. Should we at once charge it back to the man from 
whom we received it? 

Since a bank is authorized to pay money from the 
account of a depositor only in conformity with his 
order, if it pays a check which has been raised or ma- 
terially altered after issue it cannot, as a general rule, 
charge the payment to the drawer. Leather Mfg. Nat. 
Bank v. Morgan, 117 U. S. 96; Critten v. Chemical Nat. 


Bank, 171 N. Y. 219. 


But the bank is entitled to recover the amount from 
the party to whom payment was made. Redington v. 
Woods, 45 Cal. 406; Bank of Commerce v. Union Bank, 
3 .N. Y. 236. 

The conclusion, therefore, in the case you present 
would be this: The check would be chargeable to the 
drawer for $8 only and the $72 representing the raised 
amount should be charged back to the depositor from 
whom you received it. In other words, he is entitled 
to credit for $8 only and that is all that can be charged 
against the drawer of the check. 

You state that the check was not protected in any 
way and was very carelessly written. In the Critten 
case which I have cited, it was held that the drawer 
is not bound so to prepare the check that no one can 
successfully tamper with it, and I think in the present 
case the drawer would not be chargeable unless it was 
one where he had left blanks which the holder was 
able to fill out without creating suspicion. Even then 
there is a conflict of authority whether the drawer of 
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a check who leaves blanks unfilled is liable to a bona 
fide holder who has purchased the check in altered 
form, although so far as the bank is concerned, there 
are a number of cases to the effect that the depositor 
owes a duty of care to the bank which would make 
him responsible in case a check signed with blanks 
wholly or partly unfilled was altered and paid by the 
bank. But I do not understand such is the present 
case and I think, therefore, the course for you to take 
in the matter is to charge back the $72 excess to the 
depositor who received credit for the check and adjust 
the account with the drawer so that he is chargeable 
with $8 only. 


BANK’S RIGHT OF SET-OFF 


Bank which purchases postdated check, drawn on 
another bank, from indorser in due course be- 
fore maturity, payment of which has been 
stopped, can set off drawer’s deposit in pur- 
chasing bank against his indebtedness upon 
check. 


From Utah.—‘A,” a well-to-do stockman and a 
stockholder and patron of banks “B” and “C,” gave a 
postdated check to “D” drawn on bank “C.” The check 
was presented to bank “B” and they considered that the 
reason it was postdated was because of a large cattle 
sale that was to come off a little previous to the date of 
maturity; they therefore discounted the check, and sent 
it for collection. In due time it was returned, marked 
“Payment stopped.” Bank “B” discovers that the in- 
dorser “D” is not responsible, and concludes to ask “A” 
to make the check good. “A” refuses. How shall bank 
“B” proceed to force “A” to pay? Would bank “B” have 
a right to withdraw the amount from “A’s” account? If 
so, how long after the transaction does this right hold 
good? 

A postdated check is negotiable before the day 
of its date arrives, although not payable or protest- 
able until such date. An indorsee of a postdated check 
is not put upon inquiry merely because of its nego- 
tiation prior to its date. Albert v. Hoffman, 117 N. Y. 


Supp. 1043. 


Bank B is, therefore, a holder in due course and 
can enforce payment from the drawer who has stopped 
the check. 

You ask how shall bank B proceed to force the 
drawer to pay and whether it has the right to set off 
the amount against A’s account. It is a general rule 
that where a bank holds funds as a general deposit 
it may appropriate them to the payment of the de- 
positor’s debt to the bank; and it has been held that 
a bank holding an indorsed note may offset it against 
the maker’s general deposit account. Blair v. Allen, 
Fed. Cas. No. 1483; 3 Dill. 101. 

It would seem in the present case, therefore, that 
if A‘ has money on deposit with B, the latter can apply 
the deposit upon A’s indebtedness to it upon the check 
and will not be compelled to bring suit against A for 
the money. The right of set-off would continue so long 
as A remains indebted to the bank. 
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TRUST COMPANY SECTION 


OFFICERS OF THE TRUST COMPANY SECTION 


PRESIDENT 
JOHN H. MASON, Vice-Pres. Commercial Trust Co., 
Philadelphia, Pa. 
FIRST VICE-PRESIDENT 
UZAL H. McCARTER, President Fidelity Trust Company, 
Newark, N. J. 


CHAIRMAN EXECUTIVE COMMITTEE 
FRANK W. BLAIR, Pres, Union Trust Co., Detroit, Mich. 


SECRETARY 
PHILIP S. BABCOCK, Five Nassau Street, New York City. 


TRUST COMPANY POWERS FOR NATIONAL BANKS 


FRANK W. BLAIR, PRESIDENT OF THE UNION TRUST COMPANY OF DETROIT, BEFORE THR 
T’RUST COMPANY SECTION OF THE AMERICAN BANKERS ASSOCIATION AT SEATTLE 


The opinion of Henry M. Campbell as to the con- 
stitutionality of Section 11 (k) of the Federal Reserve 
Act is logically so sound that this provision must be 
open to question until it has been passed upon by a 
court of last resort. It seems pertinent to call attention 
to some of the results of the study of this section for 
the information of trust companies. 

Years ago, when the requirements were simple, all 
trusts were managed by individuals. As the country 
grew in population and wealth business enterprises 
grew even more rapidly in magnitude and complexity. 
It then became advisable—not to say necessary—to 
create an agency capable of executing in the most 
efficient manner trusteeships which could not be effect- 
ively handled in the old way, and which at times re- 


quired the employment of larger amounts of capital 


than could be secured by an individual trustee. This 
requirement led to legislation authorizing the perform- 
ance of trust functions by corporations organized for 
the purpose. In the several states such legislation varied 
in form, according to the nature of the laws governing 
the management of trusts and the requirements of 
business life. The growth through the years of this 
class of institutions, which came to bear the name of 
trust companies, is ample evidence of the value of the 
services performed by them. It should be borne in 
mind that this growth has always been accompanied by 
a clear defining of the trust field and a clearer l'ne of 
demarcation between trust business and banking busi- 
ness. It should be borne in mind also that it has been 
followed by laws, and changes in laws, placing an in- 
creasing obligation on the corporate management of 
trusts. Such laws are based on the Constitut'on of the 
United States and on the experience and common sense 
of business, and have become crystallized by usage. 

Congress now endeavors to obliterate this business 
recognition of the trust company and merge those lines 
of business which, as above stated, have by experience 
and usage defined themselves as being separate and 
distinct. 

The effect of Congress is, as Mr. Campbell ably 
sets forth, not only contrary to the constitutional rights 
of the state, but is contrary as well to the development 
of the law according to its principles, as notably defined 
by Mr. Estabrook when he says that the development 
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of the law merchant was according to its principles, 
and quotes Justice Holmes, “The life of the law has 
not been logic; it has been experience.” It ‘has, jin 
attempting to lodge in the Federal Reserve Board the 
power to authorize national banks to take unto them- 
selves fiduciary relationships heretofore restricted to 
individuals or institutions organized for the purpose 
and operating under charters or authority granted by 
the state in which the trust company was located, aimed 
at a change ot a character so revolutionary that, of 
necessity, it demanded our attention and action. Prompt 
attention and equally prompt action on the part of the 
Executive Committee of tlie Trust Company Section 
resulted in the proceedings to determine the validity of 
paragraph “K.” 

Congress being entirely without authority to confer 
fiduciary powers on national banks, all acts performed 
by the latter when working under permits granted by 
the Federal Reserve Board are ultra vires and void. 

Thompson, in his excellent work on corporations, 
says: 

“Perhaps the most general statement of the doc- 
trine of ultra vires is that a contract of a corporation 
which is unauthorized by, or in violation of, its charter 
or other governing statute, or entirely outside of the 
scope of the purpose of its creation is void in the sense 
of being no contract at all because of a total want of 
power to enter it; such a contract will not be enforced 
by any species of action in a court of justice; being 
void ab initio it cannot be made good by ratification, 
or by any succession of renewals; and no performance 
on either side can give validity to the unlawful con- 
tract, or form the foundation of any right of action 
upon it.” 

It seems proper, therefore, at this time to give 
caution and warning as to the outcome of what may 
arise from the endeavor of national banks to perform 
trust functions. 

Suppose, for instance,.a corporation gives a trust 
mortgage to secure a bond issue and later defaults, and 
that, when the bank endeavors to foreclose, some stock- 
holders of the corporation oppose the action on the 
ground that no legal authority rested in the bank to 
accept or administer the trust. The effect of such a 
defense to the foreclosure might be far reaching, but 
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at the very least there would result a delay beyond the 
usual time required for foreclosure while the matter 
was being carried through the court, which would cause 
large expense and possibly serious loss to the bond- 
holders. 

Or suppose a bank acting as trustee should con- 
vey title to a piece of vacant real estate to a purchaser, 
and the latter erects a building upon it. A dissatisfied 
beneficiary of the trust might cause the title to be at- 
tacked and, even if he’eventually did not succeed in 
causing the property with its improvements to be re- 
turned to the trust estate, the purchaser would be put 
to trouble and expense. 

Other hypothetical cases will suggest themselves to 
you at once. 

Is it not astonishing that some of our national bank 
friends, in the face of this situation, are accepting trusts 
and, for the sake of a small fee, are subject’ng their 
clients to the possibility of litigation and to serious 
pecuniary loss as well? It cannot be said in their be- 
half that they are proceeding without a realization of 
possible results, as the widest publicity has been given 
to the briefs of our counsel and the opinions of other 
eminent authorities. 

If losses occur, mind you, they will fall upon the 
trusts and not upon the banks, as it is doubtful if the 
latter are subjecting themselves to danger. The Su- 
preme Court, in the case of Central Transportation 
Company vs. Pullman Company, 139 U. S. 24, on page 
48, says: 


“Charter of a corporation, read in the light of any 
general laws which are applicable, is the measure of 
its power, and the enumeration of those powers implies 
the exclusion of all others not fairly incidental. All 
contracts made by a corporation beyond the scope of 
those powers are unlawful and void, and no action can 
be made upon them in the courts, and this upon three 
distinct grounds: The obligation of everyone con- 
tracting with a corporation to take notice of the legal 
limit of its powers; the interest of the stockholders not 
to be subjected to risks which they have never under- 
taken; and, above all, the interest of the public, that 
the corporation shall not transcend the powers con- 
ferred upon it by law.” 

Whether or not liability rests upon officers per- 
forming such illegal acts I am not prepared to say. 

Looking at the matter from an ethical point of 
view, does it not seem, therefore, that there rests on 
the national banks an obligation to desist from attempts 
to exercise trust functions until it has been determined 
definitely that they have the legal right to do so? With 
the serious doubt of the constitutionality of paragraph 
“K” so emphatically before them, I cannot conceive how 
they can accept trusteeships at this time without violat- 
ing the principles of square dealing. No reputable bank 
would sell a bond or other security the value of which 
was doubtful. Is it not just as incumbent upon them to 
look to the protection of their clients in the one case 
as in the other? 


IMPORTANCE OF TRUST COMPANIES 


The following telegraphic message was sent to the 
Trust Company Section, in meeting assembled in 
Seattle, by John W. Platten, president of the United 
States Mortgage & Trust Company, New York City: 


It is a source of great regret to me that I 
shall not find it poss:ble to attend the convention, 
and especially the meetings of the Trust Company 
Section, in order to express my thanks and appre- 
ciation for the very courteous invitation extended 
to me to make a few remarks at the annual meet- 
ing of the Section. 


Having just completed the compilation of the 
total resources of the trust companies of the 
country in connection with the publication by our 
company of the forthcoming edition of the “Trust 
Companies of the United States,” I am able to give 
you the latest figures. The total resources as of 
June 30, 1915, amount to $6,330,000,000, an increase 
of $406,000,000 over those of June 30, 1914, which 
figures compare with an increase of $313,000,000 in 
the total of $11,000,000,795 resources of the national 
banks during the corresponding period. The per- 
centage of increase for the trust companies is more 
than double that of the national banks, and the 


total resources of the trust companies are equivalent 
in volume to fifty-four per cent. of the total re- 
sources of the national banks, as against forty-three 
per cent. in 1908. 

When we consider the significance of these 
figures and recall that subsequent to the outbreak 
of the European war the New York City trust com- 
panies alone participated to the extent of thirty- 
seven per cent. in the $100,000,000 New York City 
loan, and twenty-three per cent. of the $45,000,000 
subscribed by New York financial institutions to 
the $100,000,000 gold pool and the prominent part 
taken in the financing of foreign bills, the belief is 
justified that the trust companies are destined to 
play a still broader and increasingly important role 
in the country’s financial activ'ties. 

It, therefore, seems of vital importance, if the 
fullest development of the nation’s resources is to 
be accomplished, that every step be taken calculated 
to co-ordinate along acceptable lines the country’s 
now more or less disconnected financ’al units, the 
necessity being for further and concerted action to 
secure amendments by Congress of the act which 
will render it desirable for state institutions to 
become members of the Federal reserve system. 
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SAVINGS BANK SECTION 


OFFICERS OF THE SAVINGS BANK SECTION 


PRESIDENT 


N. F. HAWLEY, Treasurer Farmers & Mechanics Savings Bank, 


Minneapolis, Minn. 


FIRST VICE-PRESIDENT 
EDWARDS, a Dollar Savings B 
New York, N 


GEORGE E. 


SECRETARY 
MILTON W. HARRISON, 
Five Nassau Street, New York City. 


PLANS FOR SAVINGS BANK 
CENTENNIAL CELEBRATION 


A plan for celebrating the Savings Bank Centen- 
nial in 1916 was submitted to the delegates of the 
Savings Bank Section at the Seattle convention, as 
follows: 

With the object in mind of the original purpose 
of a savings bank to encourage the people to be thrifty 
by maintaing a place of deposit where they could 
systematically save their money, we should conduct an 
energetic thrift campaign, using every available means 
for teaching the people to save, and closing December, 
1916, in a Thrift Congress to be appropriately held in 
the city of New York, where the first meeting took 
place in November, 1816, to consider ways and means 
for the operation of a savings bank. 


Details of the Plan 


First: A systematic thrift campaign shall be con- 
ducted in forty cities in the United States, through the 
Chapters of the American Institute of Banking located 
in these cities. These forty Chapters have all been 
enrolled as members of the Savings Bank Section by 
virtue of their membership in the American Bankers 
Association. Each of these Chapters have already 
appointed, or will appoint, a Public Affairs Committee 
to take full charge of this work. At the Chapter Pres- 
idents’ dinner and conference held during the conven- 
tion of the American Institute of Banking in San 
Francisco, the Section, through the courtesy of E. G. 
McWilliam, presented a paper on “How Chapters Can 
Co-operate in Helping the Thrift Propaganda.” A 
very lively discussion of the subject ensued, and it 
seemed to be the sense of the conference that the 
Chapters would do all in their power to help conduct 
the campaign” in co-operation the Savings Bank 
Section. 


Second: The entire campaign shall be so organ- 
ized that the responsibility for conducting it would be 
centered in the chairman and members of each Chapter 
Public Affairs Committee, who shall report monthly to 
the national chairman of the Inst'tute Public Affairs 
Committee. The national chairman will work in co- 
operation with the committee which shall be appointed 
by the President of the Savings Bank Section. This 
committee shall be called the Savings Bank Centennial 
Committee, to consist of six members; the president 
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of the Savings Banks Association of New York State; 
the president of the Savings Banks Association of Con- 
necticut; the president of the Massachusetts Savings 
Bank Officers Club, and two others who are members 
of the Executive Committee of the Savings Bank Sec- 
tion, together with the Secretary of the Section. 

Third: The secretaries of the various state bank- 
ers associations, who have also been enrolled as asso- 
ciate members of the Savings Bank Section, shall work 
in. co-operation with the Institute Chapters in their 
respective states. 

Fourth: The state vice-presidents of the Section 
shall write periodical letters of encouragement to the 
chairman of the Public Affairs Committee in the In- 
stitute Chapters in their states. 


Fifth: 


The Secretary of the Section shall write 
each month to every chairman of the Public Affairs 
Committee of the Chapters, keeping in personal con- 
tact with them in that way. 


Sixth: Suggest to the banks which are members 
of the Savings Bank Section to institute local publicity 
campaigns for the encouragement of thrift, and have 
them co-operate w th the Institute Chapter in each of 
their cities. 

Seventh: The “Talks on Thrift” will be written 
each month with the centennial particularly in mind. 
In this way a “History of Savings Banking” can be 
very easily arranged for by combining the talks in 
book form and distributing them during the Thrift 
Congress as souvenirs of the centennial. 

Eighth: Continue to send letters with the “Talks 
on Thrift” each month, encouraging the banks to “fur- 
ther frugality” and asking for their suggestions. 

Ninth: Have printed 20,000 to 30,000 Industrial 
Thrift pamphlets for distribution by the National 
Civic Federation, who have kindly consented to do 
so, to the employes of certain industrial corporat‘ons 
of the country. These pamphlets will be given out 
simultaneously with an address by a Chapter speaker. 
The attention of the employer will be forcibly brought 
to the necessity for teaching thrift to his workmen 
and finding some way for helping them to save. 

Tenth: Thrift Congress the first part of Decem- 
ber, 1916. Three days. Consisting of members of the 
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Savines Bank Section, of the Savings Banks Associa- 


New York and Connecticut and the Massa- 
chusetts Savings Bank Officers Club as delegates, 
together with representatives of other savings bank 
associations in the United States. 


tions ot 


An invitation should be secured from the New 
York City savings banks to hold the Congress in the 
city of New York. 

First Day.—Evening : 
of the city of New York. 


Reception by the officials 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


Octoser, 1915. 


Second Day.—Morning: Joint meeting of the Sav- 
ings Bank Section, New York State Savings Banks As- 
sociation, Connecticut Savings Banks Association and 
Massachusetts Savings Bank Officers Club. Afternoon: 
American Institute of Banking meeting. Reports of 
Thrift work for the year. Address. Evening: Ban- 
quet. 


Third Day.—Thrift conference—morning and after- 


noon. Luncheon given by the savings banks of New 
York City. Adjournment. 


POSTAL SAVINGS BANKS AS AN AID TO THRIFT 


The Sixty-third Congress made no change of 
moment affecting the postal savings system except that 
non-member banks were disqualified under the Federal 
Reserve Law from hereafter becoming depositories of 
postal savings funds; funds already on deposit in 
such non-member banks may or may not be allowed to 
remain, the present policy of the department being 
to leave these old depos‘ts undisturbed. 

The President vetoed the bill known as the “Moon” 
bill (H. R. 7967). This bill at first proposed to amend 
the existing law by permitting a person to deposit an 
unlimited amount at any time in a postal savings bank, 
but no interest was to be allowed on sums exceeding 
$1,000; the bill was subsequently amended in the 
Senate and the limit of interesting-bearing deposits 
was at first fixed at $1,000 and gave the board of trus- 
tees of the postal savings system discretionary power 
to receive an additional $1,000 without interest; as 
finally passed the limit was fixed at $500 upon which 
interest should be paid, and an additional $500 at the 
discretion of the trustees, but without interest. The 
bill as passed also provided that postal savings funds 
might be deposited in banks which were not members 
of the Federal Reserve Association; this latter pro- 
vision was not acceptable to the President and the bill 
was vetoed. Another bill was promptly introduced by 
Mr. Moon (H. R. 18842) meeting the President’s ob- 
jection; this bill died in committee. A similar bill 
was introduced in the Senate by Senator Bankhead 
(S. 6770) fixing the limit at $1,000 upon which interest 
should be paid and an additional $1,000 without inter- 
est; this bill was not reported out of the committee to 
which it was referred, but was a little later on inserted 
as a Tider in the Post Office appropriation bill; it was 
finally eliminated from this bill, as the committee 
wisely decided to exclude all matters not strictly items 
of appropriation. 

The limitation of $500 therefore still exists, but it 
is understood that the Sixty-fourth Congress will enact 
legislation raising the limit of interest-bearing deposits 


to $1,000 and giving discretionary powers to the board 
of trustees to accept an additional $1,000 without in- 
terest; from the knowledge acquired by your commit- 
tee in its efforts to have the original Moon bill amended 
and from a frank interchange of views with the 
director of the postal savings system, we feel that the 
desire of the trustees for this increase of authority is 
not unreasonable and will not work any hardship upon 
our savings banks. We have been assured that it is 
not the policy of the postal savings system to compete 
with the existing agencies for saving, but endeavors 
only to supplement them, and in so far as we are able 
our members should co-operate with every effort to 
cultivate the thrift habit of our people. 


Owing in great measure to conditions brought 
about by the war in Europe, deposits in postal savings 
banks have largely increased during the past year; on 
June 30, 1914, there were 388,511 depositors and a total 
of $43,444,271 on deposit; on June 30, 1915, there were 
528,000 depositors and a total of $65,600,000 on de- 
posit, an increase of thirty-six per cent. in the number 
of depositors and of fifty-one per cent. in total de- 
posits. Some of this increase, however, is due to the 
progressive administration of the system in exploiting 
the banking-by-mail idea and in securing the co-opera- 
tion of other governmental agencies in the gratuitous 
distribution of postal savings bank literature; these 
methods, through drawing public attention to the sub- 
ject of saving and in thus accenting the importance 
of thrift, are helpful means of promoting the cause 
for which this Section stands and, in the opinion of 
your committee, have not wrought any damage to our 
members. 


However, we must at all times keep a watchful eye 
upon the constantly recurring efforts to amend the 
postal savings law. We should be broad enough to 
co-operate in making any changes for the common 
good, but should carefully guard the interests we 
represent from governmental encroachment. 
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CLEARING HOUSE 


SECTION 


OFFICERS OF THE CLEARING HOUSE SECTION 


PRESIDENT 
J. D. AYRES, Vice-President The Bank of Pittsburgh, N. A. 
Pittsburgh, Pa. 


CHAIRMAN EXECUTIVE COMMITTEE 
JOHN McHUGH, Vice-Pres. Mechanics & Metals Nat’l Ban 
New York, N, Y. 


VICE-PRESIDENT 
W. D. VINCENT, Vice-President Old National Bank, 
Spokane, Wash. 


THE CLEARING HOUSE AND 
THE FEDERAL RESERVE SYSTEM 


BY RUSSELL LOWRY 


Deputy Governor Federal Reserve Bank of 


San Francisco. 

The Federal reserve system differs from any 
other banking system in the world in this: That it 
is not the result of a long and gradual development. 
Without experience, without precedents for guidance, 
it has stretched its limbs cautiously, put out a timic 
finger here and there, and thus gradually is finding 
its powers and the functions wherein these powers 
should be employed. Its traditions are in the making, 
and it is the unusual privilege of those identified with 
its beginning, to assist in molding plastic policies into 
definite and permanent form. 

Tucked away inconspicuously at the bottom of 
Section 16 of the Federal Reserve Act is this innocent 
little clause: 

“The Federal Reserve Board * * * may at 
its discretion exercise the functions of a clearing 
house for Federal reserve beaks, or may designate 
a Federal reserve bank to exercise such functions, 
and may also require each such bank to exercise 
the functions of a clearing house for its member 
banks.” 

It is evident from the wording of this sentence 
that the framers of the Act had no definite idea how 
the clearance function was to be exercised, but they 
foresaw a time when the domestic credit business of 
the whole country would be focused and cleared with 
the highest possible efficiency through the machinery 
of the Federal reserve system, necessitating the slight- 
est possible use of actual coin or currency. In con- 
sidering the means by which this end will be reached, 
or is being reached—one never can be certain of using 


KEY TO THE NUMERICAL SYSTEM 


The new Key to the Numerical System, third 
edition, contains the numbers of all new banks cor- 
rected up to September 1. The complete list of num- 
bers is arranged both numerically and alphabetically 
and the book has a value in transit work aside from 


the right tense in these days of rapid change—it is 
desirable to analyze the activities of clearing house 
associations with a view to determining how far their 
functions can be utilized in the new banking system, 
and to what extent the reserve banks may profitably 
supplant the local clearing houses in the operation of 
such functions. 

Clearing houses were established primarily to 
facilitate the exchange of checks between banks, to 
offset debits with credits, and lessen the labor of han- 
dling coin. Through organization for this purpose, 
they have gradually assumed other powers. 
instances they have been utilized for the clearance of 
country checks, as well as local items. They have 
been made depositories of money, against which cer- 
tificates were issued for convenient use in settling bal- 
ances. In times of stress they have been the means 
of uttering clearing house certificates based on values 
other than money, such as bonds and bills receivable. 
They have by mutual consent employed examiners to 
see that proper banking methods were being used by 
the member banks. By concerted action they have in 
some cases extended aid to solvent banks unable to 
convert their assets quickly, and thus have been able 
to avert serious trouble. Instances have occurred 
where the government itself has been saved temporary 
embarrassment by the action of clearing houses in ex- 
tending loans. During the financial disturbances of 
1914, it was the clearing houses which facilitated prompt 
action in responding to the call for a gold pool and 
the cotton loan fund. Generally speaking, the clear- 
ing house associations have been powerful agencies in 
establishing financial affairs, and their energies have 
been directed unselfishly along broad and _ patriotic 
lines. 


In some 


its use in connection with the Numerical System. We 
can supply copies at the cost price of $1.50 each. 


NEW MEMBERS 
The Bangor, Me., and Fargo, N. D., Clearing 
House Associations have been enrolled as members of 
the Clearing House Section. 
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NATIONAL BANK SECTION 


OFFICERS OF THE NATIONAL BANK SECTION 


PRES1DENT 
FRED W. HYDE, Cashier National Chautauqua County Bank. 
Jamestown, N. Y. 


VICE-PRESIDENT 
J. S. CALFEE, Cashier Mechanics-American National Bank, 
St. Louis, Mo. 


NEW SECTION ORGANIZED AT SEATTLE 


At a meeting of the representatives of national 
banks in Seattle on September 7 a new Section of the 
American Bankers Association was organized and will 
be known as the National Bank Section. 

Report of the organization was made to the Execu- 
tive Council by a committee appointed for that pur- 
pose. In the report it was said that “the national banks 
feel that the time is opportune to carry out the pro- 
visions of the Constitution which authorize the forma- 
tion of such a Section.” The Executive Council ap- 
proved the formation of the Section. 

The officers elected are as follows: President, F. 
W. Hyde, Jamestown, N. Y.; vice-president, J. S. 
Calfee, St. Louis, Mo. 

The members of the Executive Committee are: 
J. E. Cox, High Point, N. C.; H. E. Otte, Chicago, Ill. ; 
Oliver J. Sands, Richmond, Va.; W. H. Bucholz, 
Omaha, Neb.; J. W. Spangler, Seattle, Wash.; William 
M. Van Deusen, Newark, N. J. 

A meeting of the officers and members of the 
Executive Committee will be held at the general offices 
of the American Bankers Association in New York 
in the near future. At that time plans for active work 
by the Section will be d.scussed and a chairman and 
secretary will be chosen. 

The by-laws are as follows: 

Section 1—Any -national bank, member of the 
American Bankers Association, shall be eligible to 
membership in this Section. 

Section 2.—The administration of the affairs of 
this Section shall be vested in a president and a first 
vice-president of this Section, and an executive com- 
mittee of six members who shall serve until their suc- 
cessors are chosen and appointed. 


Section 3.—The president and the first vice-presi- 
dent and also the ex-president for a period of one 
year following the expiration of his term as president, 
shall be members ex-officio of the executive committee. 
All other ex-presidents shall act in an advisory capacity 
to the executive committee, and may attend its meet- 
ings and participate in its deliberations, without, how- 
ever, being entitled to vote or to reimbursement for 
expenses incurred in attending meetings. 

Each state shall be entitled to a vice-president of 
the Section. Such vice-president shall be elected by 
the national bank representatives, whose banks are 
themselves members of the National Bank Section of 
the American Bankers Association, in attendance at 
the annual convention of the State Bankers Associa- 


tion of their state. In the event of failure to so elect 
the vice-president shall be appointed by the president 
of the Section. These vice-presidents shall hold office 
from the annual meeting of the Section next following 
their election or appointment until the next annual 
meetings of the Sect.on. The state vice-presidents shall 
act in an advisory capacity to the executive committee, 
but shall not be entitled to vote. 


Section 4—The executive committee shali select 
its own chairman from among its members, and shall 
also select a secretary of the Section, subject to the 
approval of the Executive Council of the American 
Bankers Association, who may or may not be a mem- 
ber of the Section. 


Section 5—The executive committee shall be 
elected at the annual meeting by the members of the 
Section, two being elected each year to serve for a 
period of three years. At the first election after the 
organization of the Section, two members shall be 
elected to serve for one year, two for two years and 
two for three years, and thereafter members shall be 
elected for three-year terms, except in case of a 
vacancy, which shall be filled by an election for the 
unexpired term. No officer or member of the execu- 
tive committee shall be eligible for re-election until one 
year following the completion of a full term of office 

Section 6.—The executive committee shall have the 
entire administration of the affairs of the Section be- 
tween annual meetings, and may adopt all necessary 
rules covering the business of this Section. 


Section 7.—This Section shall meet annually at 
the time and place of the convention of the American 
Bankers Association. 


Section 8.—The executive committee may be called 
together at any time by the chairman, and he shall call 
a meeting thereof on the request of three members of 
the executive committee. 

All committees of this Section shall, so far as 
practicable, be composed of members of the executive 
committee. 

Section 9.—The president and first vice-president 
shall represent the Section in the Executive Council 
of the American Bankers Association. 

Section 10.—These by-laws may be amended by the 
Section in annual session by a two-thirds vote of the 
members present, such amendments, however, shall not 
become operative until approved by the Executive 
‘Council of the American Bankers Association. 
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PRESIDENT 


HAYNES McFADDEN, Secretary Georgia Bankers Association, 


Atlanta, Ga. 


FIRST VICE-PRESIDENT 
S. B. RANKIN, Secretary Ohio Bankers Association, 
Columbus, Ohio. 


STATE SECRETARIES SECTION 


OFFICERS OF THE STATE SECRETARIES SECTION 


SECOND VICE-PRESIDENT 
FREDERICK H. COLBURN, Secretary Californi: 


inkers 
Association, San’ Francisco, Calif, = 


SECRETARY-TREASURER 
GEORGE D. BARTLETT, Secretary Wisconsin Lankers 
Association, Milwaukee, Wis. 


PRESIDENT BOWMAN’S REPORT 
MADE TO A. B. A. EXECUTIVE COUNCIL 


This Section, the smallest perhaps in the A. B. A. 
family, is the largest in point of self-esteem. It is 
composed of forty-nine secretaries of as many state 
bankers’ associations, each one of whom represents the 
greatest association in the United States. Collect- 
ively they count themselves the whole thing, and then 
some. There is nothing beyond their jurisdiction. They 
are in touch with all the state legislative bodies in the 
country, and periodically break into Congress and Fed- 
eral administrative bureaus. They represent nearly 
25,000 banks and co-operate with all the state bank 
departments, or rather, vice versa, the various state 
departments co-operate with the secretaries. Each 
secretary is a veritable Lord Selkirk. He issues ulti- 
matums to his execut:ve council and daily directs his 


president when and where and what to sign. He dic- 
tates resolutions, voices vigorous protests, reaffirms 


allegiance to himself and alternately “views with great 
alarm” or “points with pride,” and upon due provoca- 
tion proceeds gently to inform all recalcitrant non- 
conformists where they may go. All association commit- 
teemen, moreover, have long since learned where to 
resort for instructions. 

Such is the aggregation called the organization of 
secretaries, constituting the Secretaries Section of the 
A. B. A. This relation springs not from lineal con- 
sanguinity; it is rather a state of conjugality, and un- 
like some similar relationships, is happily one of conge- 
niality. No distinct department of American Bankers 
Association activity is committed by the A. B. A. to 
the house of secretaries, hence this report need not con- 
cern itself with any particular account of the deeds 
done in the body. The secretaries congratulate General 
Secretary Farnsworth, and congratulate all sister 
Sections, and bid them all press forward until they be- 
come as great as the Section to which this report re- 
lates; and congratulates also the whole American 
Bankers Association for its marvelous development and 
unparalleled achievement, which dates mainly from the 
institution and adoption of the Secretaries Section into 
the big family. We here plight our faith and pledge 


anew our fealty, re-enlist not for sixty days but for 
the war; and stand ready to perform any duty, wear any 
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uniform or hold any office whenever or wherever the 
A. B. A. may stand in need of expert and highly pro- 
fessional services. 


WASHINGTON CONVENTION 
HELD AT SEATTLE 


The Washington Bankers Association met in twen- 
tieth annual convention September 6 and 7 at Seattle, in 
the rooms of the Seattle Clearing House Association 
in the Alaska building. There was an excellent attend- 
ance, due in part to the coincident meetings of the 
Washington association and the American Bankers As- 
sociation. The program included, among other things, 
an address by ‘William A. Law, president of the First 
‘National Bank of Philadelphia, and President of the 
American Bankers Association. Mr. Law spoke on 
“The Banking Situation.” He touched on the Federal 
reserve system and stated that in time it would become 
co-ordinated and to a greater extent would acquire 
efficiency as it approached a central form with branches. 


The association passed a resolution authorizing the 
appointment of a committee of five members to compile 
a new banking code for the state. 

President Robert Moody, vice-president of the First 
National Bank of Everett, presided. Addresses were 
delivered by Arthur Reynolds, vice-president of the 
Continental and Commercial National Bank, Chicago, 
on “Public Opinion and Business;” Rev. Mark A. 
Matthews, pastor of the First Presbyterian Church of 
Seattle, on “The Bankers’ ‘Moral and Civic Responsi- 
bilities ;’ H. J. Dreher, assistant cashier Marshall & 
Ilsley Bank, Milwaukee, Wis., on “American Banking 
Possibilities ;’ E. R. Gurney, vice-president of the First 
National Bank, Fremont, Neb., on “The Thin-skinned 
Banker,” and William J. Burns, president of the William 
J. Burns International ‘Detective Agency, on “Modern 
Methods for Protecting Banks.” 

The report of Secretary W. H. Martin showed a 
total membership of 409, representing every bank in 
the state but one. 

The officers elected follow: 
Lucas, president Yakima Trust 


H. C. 
North 


President, 
‘Company, 
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Yakima; Vice-President, Ralph S. Stacey, president 1 


National Bank of Tacoma, Tacoma; Secretary, W. H. 
Martin, cashier Pioneer National Bank, Ritzville (re- 
elected); Treasurer, E. C. Davis, president Grant 
County Bank, Ephrata. 

At a meeting of the members of the American 
Bankers Association in Washington the following 
officers were elected: Member Executive Council, E. T. 
Coman, president Exchange National Bank, Spokane; 
Vice-President for Washington, J. A. Swalwell, vice- 
president National Bank of Commerce, Seattle; mem- 
ber Nominating Committee, Miles C. Moore, president 
3aker-Boyer National Bank, Walla Walla. 


MONTANA CONVENTION 


The Montana Bankers Association held its annual 
convention September 3 and 4 at Glacier Park, one of 
nature’s beauty spots in the western part of the state. 
Besides enjoying an excellent program and listening 
to addresses of practical value, the visitors had plenty 
of opportunity to entertain themselves with trips to 
near-by points of interest in the Park. A pleasant 
feature was a large registration by bankers on the 
Red Section of the New York State Bankers Associa- 
tion tour, en route to the American Bankers Associa- 
tion convention at Seattle. 

On the program were the following: P. W. 
Goebel, president Commercial National Bank of Kan- 
sas City, Kan., “Current Banking Topics;” George E. 
Allen, Educational Director American Institute of 
Banking, “Banking Education;” Gov. Theodore Wold 
of the Federal Reserve Bank of Minneapolis, “The 
Federal Reserve Bank;” Dean Joseph French Johnson 
of the School of Commerce, Accounts and Finance, 
New York University, “Some New Banking Prob- 
lems;” A. E. de Ricqles of the American Live Stock 
and Loan Co., Dénver, “Live Stock as a Security ;” 
Sam Stephenson, president First National Bank ot 
Great Falls, Mont., “Montana,” and lastly, a splendid 


address by James K. Lynch, vice-president of the First 


National Bank of San Francisco. 

Election of officers resulted as follows: President, 
C. W. Butler, president State National Bank of Miles 
City; Vice-President, Frank Bogart, vice-president 
Union Bank and Trust Company of Helena; Secretary- 
Treasurer, H. V. Alward, cashier Commercial National 
Bank of Great Falls. 

Members of the American Bankers Association 
present elected Harry Yaeger, vice-president Great 
Falls National Bank, Vice-President for Montana, and 
James Morrow, cashier First National Bank of Moore, 
member of the Nominating Committee. 


DELAWARE BANKERS MEET 


A special meeting of the members of the Delaware 
Bankers Association was held at Wilmington during 
the ‘week of September 6 for the purpose of bringing 
bankers and farmers closer together in a business 


way. A committee of taree was appointed to be 
known as the State Agricultural Commission. They 
are former Lieutenant-Governor Philip L. Cannon, 
Bridgeville; A. B. Connor, Felton, and John Richard- 
son, Jr., Wilmington. 


WYOMING CONVENTION 


The Wyoming Bankers Association held its seventh 
annual convention at Casper, August 31 and September 
1. The convention discussed a number of important 
subjects and took action in several instances. Reso- 
lutions were adopted in favor of one-cent letter post- 
age; protesting against unnecessary delay in transporta- 
tion of live stock, and making two or three suggestions 
with reference to the operation of the Federal reserve 
system. 

Bryant B. Brooks, president of the Wyoming 
National Bank, Casper, spoke on “Where We Meet;” 
S. Conrad Parks, president of the First National Bank, 
Lander, on “The Influence and Operation of the Re- 
serve Act;” John L. Baird, president of the First 
National Bank, Newcastle, on “The Farmer, the Stock- 
man and the Bank;” George T. Wells, of the Denver 
National Bank, on “Agricultural Credits;” George W. 
Perry, vice-president of the Sheridan National Bank, 
Sheridan, on “New and Interesting Problems ;” Sumner 
Miller, cashier of the Pine Bluffs State Bank, Pine 
Bluffs, on “Lessons from Experience and Future Bank- 
ing Policies of the Local Banker.” 

The following officers were elected: President, 
Sumner Miller, cashier Pine Bluffs State Bank, Pine 
Bluffs ; Vice-President, George W. Perry, vice-president 
Sheridan National Bank, Sheridan; Secretary, Harry 
B. Henderson, cashier Wyoming Trust & Savings Bank, 
Cheyenne (re-elected) ; Treasurer, Boies C. Hart, pres- 
ident Pioneer Trust & Savings Bank, Basin (re-elected). 

At a meeting of the members of the American Bank- 
ers Association in Wyoming the following were elected: 
Member Executive Council, John W. Hay, president 
Rock Springs National Bank, Rock Springs; Vice- 
President for Wyoming, S. Conant Parks, president 
First National Bank, Lander; member Nominating 
Committee, A. H. Marble, president Stockgrowers 
National Bank, Cheyenne. 


- 7-8 Farm Mortgage Bankers Association, 

St. Louis, Mo. 

i 18 District of Columbia (annual meeting), 
Washington, D. C. 

Date not decided. National Association of Bank Super- 

Olympia, Wash, 
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LIBRARY DEPARTMENT 


MARIAN R. GLENN, LIBRARIAN 


“CARTEL” SYSTEM AS AN AID TO EXPORT BUSINESS 


Association members who expect to take an active 
part in coming Congressional and legislative sessions 
are reminded that the Library can now supply them 
with material on many ot the subjects which they may 
want to be prepared to discuss. 

Among other questions which will come up in con- 
nection with foreign trade development is that of so 
amending the Sherman law as to permit combinations 
of manufacturers for the extension of export business, 
similar to the German cartel system. 

As cartels would probably present new problems 
of financing, the Library has secured from the Bureau 
of Foreign and Domestic Commerce all the available 
consular and trade reports describing the foreign 
cartels, or “artels,” as they are called in Russia. These 
reports, with additional articles which have appeared 
in magazines, and the discussion of “Co-operative Sell- 
ing for Smaller Manufacturers” which appears in the 
1915 Proceedings of the National Foreign Trade Con- 
vention will be loaned to Association members upon 
request. 

The German cartel, which has been such an im- 
portant factor in the development of Germany’s 
foreign trade, has been described as “a union of in- 
dependent producers or consumers of products for 
manufacturing purposes, which has for its aim the 
limitation of free competition for the purpose of ob- 
taining better profits. In other words, independent 
producers may combine voluntarily to limit their com- 
petition in reaching the consumer; and, again, the 
consumers may combine to place their purchases upon 
a more profitable basis. Generally, however, cartels 


are organizations of producers. They may be generally 


referred to as industrial combinations to control out- 
put and prices.” 

Dr. E. E. Pratt, chief of the Bureau of Foreign 
and Domestic Commerce, says: “The stronger cartels 
maintain a firm export policy. They make a practice 
of exporting at lower prices than are charged to the 
home consumers, finding foreign markets an excellent 
outlet for excess production, particularly when the 
home market is poor. These cheaper products usually 
include raw materials and semi-manufactured goods 
and only a small proportion of finished articles. 
* * * The tendency of the cartel is to eliminate 
middlemen and to replace them by the cartels’ own sales 
departments.” 

_ Rural Credit Information 

Agricultural credit is another subject of more gen- 

eral interest to bankers, which is also scheduled for 
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discussion at the next Congress. Much of the state 
rural credits legislation which has been enacted is 
said to be pernicious, and the Library can loan to any 
Association member who is interested in analyzing 
existing laws copies of those which have been passed 
and of many which were introduced but failed to pass. 
The Library can also supply information on Credit 
Unions, and articles containing arguments for and 
against thé adaptation of foreign systems to American 
conditions. 
Merchant Marine 

The ‘Merchant Marine discussion will probably be 
revived, and the Library has a loan collection of press 
comment, senatorial arguments and magazine articles 
on shipping questions, including the bill which was de- 
feated at the last session of Congress, ship subsidy, 
and the LaFollette “Seamen’s bill.” 

State Taxation 

While there will be fewer state sessions than usual 
this year, it is safe to assume that the perennial prob- 
lem of bank taxation will arise, and the Library has 
the most important reports which have been made on 
this subject by committees of state bankers associa- 
tions, and the discussions and addresses that have 
appeared in their proceedings. 

The Library has had recent inquiries for its ma- 
terial on branch banking, but it is unlikely that it will 
be a topic of wide discussion. ‘Association members 
can secure from the Library, upon request, a list of 
the subjects upon which it is prepared to furnish loan 
material for reading and study, or for the preparation 
of articles, addresses, debates and legislative arguments. 


Bank Credit 

To Association members who are interested in the 
new organization of bank credit men, known as the 
“Robert Morris Club,” and in the revival of sug- 
gestions for a central credit bureau, the Library can 
loan addresses and articles on Bank Credit Depart- 
ments, Credit Analysis, Credit Bureaus and Credit 
Insurance. 


Reprints of W. F. McCaleb’s recent article on 
“The Trade Acceptance Versus the Open Account” 
have been supplied to the Library, for distribution, by 
the “Economic World.” The Library also has for dis- 
tribution copies of several recent pamphlets on Credit, 
Acceptances and the Federal Reserve System. 


The Library service is free to officers and employes 
of member banks and to students of the American 
Institute of Banking. 
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Symposium at Recent San Francisco 
Convention on New Banking Practices 


STATE BANKS AND THE FEDERAL RESERVE SYSTEM 


BY E. G. McWILLIAM 


Manager Department of Publicity and New Business 
of the Security Trust and Savings Bank of 
Los Angeles. 


Probably no piece of legislation, Federal or state, 
has been the recipient of so many literary arid ora- 
torical brick-bats as the Federal Reserve Act. The. 
word “brick-bats” is used advisedly. A: brick when 
used with hundreds of its fellows in building a wall 
serves a truly constructive purpose. We have yet, 
however, to discover the constructive value in a brick 
which is separated from its fellows and hurled with 
intent to injure property or person. 

‘The criticisms which have thus far been made of 
the Federal Reserve Act and its practical application 
have largely been “brick-bats.” Since the passage of 
the Act especially little of a constructive character in 
the way of suggestions has been offered to the high- 
minded gentlemen who in practically every instance 
have sacrificed personal interest to serve their country 
in the administration of the Federal reserve system, 
and who are loyally and honestly, we all believe, trying 
to administer their trust in a manner which shall result 
in the greatest good to the greatest number of the 
Citizens of these United States. 


As members of the American Institute of Banking 


we can have no sympathy with those who criticize with- 
out offering a remedy to cure the ill discovered. | 
believe the members of the Institute feel that in the 
passage of the Federal Reserve Act a long step was 
taken in the direction of establishing our financia' 
system upon a basis commensurate with the ever-in- 
creasing importance of our country in the financial af- 
fairs of the world, and that the gentlemen of thie 
Federal Reserve Board are earnestly endeavoring to 
remedy any defects in the Act which its practical ap- 
plication demonstrates. I believe also that these !gen- 
tlemen will gladly welcome the constructive criticism 
of all bankers who combine study with practical ex- 
perience. 

The Institute is to be congratulated that its mem- 
bers have been called upon to play such important parts 
in the practical application of this epoch-making legis- 
lation; as, for instance, upon the committee which was 
appointed by the Organization Committee to prepare 
a plan for the practical operation of the Federal re- 
serve banks, of the seven members four were mem- 
bers of New York Chapter; the governor of the 
Cleveland Bank, the deputy governor of the San 
Francisco Bank, the chief of the first bureau to be 
established under the Federal Reserve Board, the 
cashier of the Richmond Bank and numerous em- 
ployes of Federal reserve banks, are Institute men, 
and in the recent establishment of the gold fund in 
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Washington, Institute men were also honored by being 
called into consultation. 

Therefore we approach the discussion of any phase 
of the Federal reserve system with confidence that our 
motives will not be misconstrued; that if suggestions 
are offered they will be earnestly considered and that 
if such suggestions arise from a misconception upon 
our part the misconception will be corrected, and in so 
doing we shall all be drawn closer together through a 
better understanding of each other. 

It will be freely admitted that a unified Lanking 
system embracing all of the banks of the country was 
the fundamental principle upon which the Federal 
reserve system was conceived. 

It is a fact that up to the present time, with few 
exceptions, only those banks which were compelled to 
do so have joined the system. 

It will also be freely admitted that unless a very 
large majority of the state institutions join with the 
national banks in membership in the Federal reserve 
system, it will be doomed to fall very far short of its 
anticipated effectiveness. 

Looking at it from a purely selfish standpoint, if 
from no other, there are at least two good reasons why 
all state institutions should desire membership in Fed- 
eral reserve banks provided same may be brought about 
without the sacrifice of other overshadowing privileges 
now enjoyed. First, because the Federal reserve banks 
provide a medium for obtaining currency whenever it 
is needed, either for paying depositors or for com- 
mercial demands, and second, because sooner or later 
as the public becomes more and more familiar with 
the general term “lederal reserve bank,” without seek- 
ing further information upon the subject there will be 
a growing tendency upon the part of the public to dis- 
criminate in favor of those banks known to be mem- 
bers of the system. This is borne out by the fact that 
many people now believe that in some way the govern- 
ment is responsible for their deposits in national banks 
because of the use of the word “national.” It is to 
be hoped, however, that the growing tendency to make 
such discrimination will not be encouraged by those in 
charge of the new system, for it is conceivable that 
in many, many cases such a discrimination would be 
most unjust. 

Why is it then.that the state institutions, com- 
mercial, trust and savings, have not joined the system 
and how may the Reserve Act be amended so as to 
attract these institutions and at the same time be 
equitable to the national banks who had no option in 
the matter? 

In reading the Federal Reserve Act one cannot 
help but be impressed with the numerous instances in 
which the author or outhors of the Act have cisposed 
of a knotty point by inserting the words “or according 
to such rules and regulations as the Federal Reserve 
Board shall prescribe,” or words to that effect, thereby 
“wishing” the whole matter upon the Federal Reserve 
Board. 
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The admission of state banks was virtually passed 
up to the Board in that manner (although it is true that 
the Federal Reserve Act set forth in general terms 
that state banks might come into the system upon the 
same conditions as national banks), and with their 
usual energy and wisdom these gentlemen during the 
month of June, this year, issued Circular 14, Series of 
1915, setting forth the conditions under which state 
banks might join the system, and which seemed to 
meet many of the objections to membership which had 
previously been raised by said banks. 

However, there still seems to exist a number of 
conditions which apparently state banks generally can- 
not see their way clear to accept and one at least which 
overshadows al! the rest and which, unless disposed of 
definitely, will forever tend to keep state banks out 
of the system. 

As illustrating the open mindedness with wiich the 
Board has approached this matter, Circular 14 says: 

“The Board has sought in the regulations govern- 
ing the admission of state banks and trust companies, 
first to establish only such reasonable standards of 
admission as will be generally recognized as necessary 
to protect the Federal Reserve System and the national 
hanks whose membership in the System is obligatory, 
against the admission of any bank which would be a 
source of weakness rather than of strength, and second, 
to prescribe such regulations governing their conduci 
as will insure a reasonable conformity to fundamental 
principles deemed essential to the success of the new 
banking system.” 

After calling attention to the specific provisions 
of the Act relating to state banks which become mem- 
bers, the regulations then set forth that state institu- 
tions to be eligible must have been incorporated under 
a general or special law of the state and have an un- 
impaired capital sufficient to entitle them to become 
national banks in the place where they are situated. 

This hardly seems consistent when national banks 
were compelled to join immediately, irrespective of the 
possible fact that the towns in which they were located 
might have grown to many times their size at the time 
such banks were organized, while the capital of said 
banks remained the same. 

Undoubtedly in some states it would prove a hard- 
ship for many state banks under present business condi- 
tions to increase their capital stock to conform to this 
regulation, although in every other respect their busi- 
ness may be of a character which the Board would 
approve. 

I would, therefore, in the first place, respectfully 
recommend that state banks be admitted under the ex- 
isting capital requirements of their respective states, 
establishing, however, a required minimum. 

The next section then sets forth that any eligible 
state bank may make application for an amount of 
stock in the Federal reserve bank equal to six per cent. 
of its paid up capital stock and surplus, and that said 
application will be submitted to a committee composed 


| 
= 


Vou. No. 4. 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


Octoser, 1915 


of the Federal reserve agent, governor of the Federal 
reserve bank and one other member of the Board of 
Directors, but that no Class A director of the same 
town as the applying bank shall be a member of said 
cummittee. 

As an investment, stock in the Federal reserve bank 
is not particularly attractive just now, although it is 
undoubtedly only a matter of time when the stock will 
be upon a dividend-paying basis, and in considering 
membership it would seem that so many other things 
overshadow the importance of investment that this 
should be considered last. The reasons for excluding 
Class A directors of the same town as the applying bank 
may probably be surmised, but on the other hand there 
is the possibility that a banker of the same town, and 
therefore entirely familiar with local conditions, might 
be in a position to pass upon the application more in- 
telligently than some others. 

Article four of the regulations sets forth that in 
passing upon all applications the Board shall consider 
whether the financial condition, management, charter 
provisions and state laws under which the applying bank 
operates are consistent with proper banking and mem- 
bership in the reserve bank, and further that the Board 
may impose such conditions as will insure compliance 
wth the act and these regulations. 

Article five then sets forth the powers and restric- 
tions of state banks and trust companies which become 
members: 

(1) That said banks shall retain full charter and 
rights and may exercise same functions as before admis- 
sion except as provided in the act or regulations. 

(2) Shall invest only in loans on real estate mort- 
gages of a character and to an extent which will not 
impair liquid condition. 

(3) Shall adjust within a reasonable time all loans 
upon own stock, or to any individual or firm or corpora- 
tion of more than ten per cent. of capital and surplus 
or thirty per cent. of capital, and any real estate loans 
which in the judgment of the Board impair liquid con- 
dition. 

(4) Shall maintain improvements and changes in 
practice and shall not lower standard of banking re- 
quired by Board. 

(5) Shall enjoy privileges and observe require- 
ments of Reserve Act and these regulations. 

Article six provides a satisfactory and equitable 
method for the withdrawal of state banks and trust 
companies from the system. 

This meets one of the strongest objections to mem- 
bership which previously had been raised by state 
institutions, although certainly no bank would care to 
join if there was any likelihood of it desiring to with- 
draw. However, this regulation gives state banks a 
decidedly stronger influence than national banks, which 
can only withdraw by relinquishing their charters and 
becoming state banks. 

Article seven states that while all state institutions 
becoming members will be subject to examinations pre- 


scribed by the Reserve Board, such examinations will, 
so far as possible, be made in co-operation with state 
authorities, and article eight reserves the right to amend 
and make further regulations from time to time, but 
states that no amendment to the section relating to 
withdrawals shall take effect till six months after adop- 
tion and issue by the Board. 

I believe in addition to that already noted little 
objection will be offered by state banks and trust com- 
panies to these regulations, except those found in article 
five, and even some of the paragraphs of this article 
will meet with general approval. For instance, we will 
all agree that state institutions should continue to exer- 
cise the same functions after joining the system as 
before, that they should be subject to the reserve, ex- 
amination and rediscount requirements of the Reserve 
Act, and we will probably agree that loans secured by 
stock of the loaning bank is bad banking. practice; but 
when it comes to permitting the Federal Reserve Board 
to determine the character and amount of our real 
estate loans, and to limiting all of our commercial loans 
to the percentage prescribed for national banks, and to 
being forced to accept the judgment of the Federal 
Reserve Board as to our liquid condition, I fear we are 
seriously at variance, although not hopelessly so. 

State banks and trust companies as a rule pay 
interest upon practically the entire amount of their 
deposits, and their loans are largely of the secured kind 
made with the especial purpose of developing the com- 
mercial and real estate interests of each local com- 
munity. To restrict these commercial loans in accord- 
ance with the National Bank Act would be to retard 
the development of many growing communities through- 
out the country. 

It would seem then that there is no good reason 
why this class of loan, which is amply secured and 
made in accordance with the laws of any state, should 
be further restricted, although there is also no good 
reason why the restrictions imposed by the Federal 
Reserve Act should not be made applicable to the un- 
secured commercial loans which would be available for 
rediscount with the Federal reserve bank. 

Again, it is largely through the ability of state 
banks to make loans upon real estate under proper 
supervision and restriction that our cities and towns 
owe their growth and ever-increasing number of home 
owners and it would seem that state supervision, 
coupled with the experience of state bankers, which in 
many cases prompts loans to be made upon a much 
more conservative basis than that permitted by law, 
may be trusted to keep real estate loans by state banks 
within limits which will not impair their liquid con- 
dition. 

A prominent state banker, speaking upon this sub- 
ject recently, said: 

“Why restrict or interfere with the functions or 
privileges of state bank members of the Federal reserve 
bank if upon examination such state banks are trans- 
acting a legal business, have an unimpaired capital and 
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surplus, are solvent, have paid to the reserve bank the 
proper capital, maintain the required reserve deposit, 
rediscount the proper kind of commercial paper and 
otherwise transact business with the reserve banks ac- 
cording to the terms of the Act? 

“If any excess commercial loan is made by a state 
bank it would, of course, be unavailable for rediscount- 
ing purposes, but the loan would not necessarily be bad 
as an asset of the bank because excessive under the 
National Bank Act. 

“Would it not add great strength and efficiency to 
the Federal reserve banks if many or practically all the 
great trust and savings banks of the country would pay 
in capital stock and carry the required reserve, with 
their limited rediscounting ab lity, as on the whole a 
small percentage of their loans are commercial?” 


Before taking up what I consider the most impor- 
tant point to be adjusted, may I be permitted to call 
attention to one or two other provisions which it seems 
to me must also be amended before the state banks and 
the Federal Reserve Act are brought into absolute 
accord? 

“The Act now provides that after three years the 
entire amount of reserves of member banks must’ be 
kept either in the Federal reserve bank or. in their own 
vaults. No interest is to be paid upon such reserves in 
the Federal reserve bank, whereas under the old law a 
bank might keep its reserve with approved reserve 
agents from whom some interest was received, even 
though the rate was small. It would seem that, without 
ser:ously impairing the resources of the reserve banks 
or availability of reserves, a portion of reserves might 
be permitted to be deposited with approved agents as 
heretofore. The interest received from such agents 
would in some measure offset the loss of interest upon 
the entire amount of reserve as well as the amount 
invested in capital stock of the reserve banks, the 
earning power of which may be slow in developing. 

Then there is the matter of savings deposits which 
have been recognized as such in all member banks by 
a special definition promulgated by the Federal Reserve 
Board. 

Savings deposits in national banks are by special 
agreement with the depositors generally subject to 
thirty, sixty or ninety days’ notice of withdrawal. 
Despite that fact, no provision is made for a segrega- 
tion of capital or assets to assure the savings depositor 
that payment will be made at the expiration of the 
notice he has given. Commercial deposits must be paid 
on demand. Savings deposits are used, as are commer- 
cial deposits, for loans and discounts in the ordinary 
course of business. In a number of states the principle 
of segregation has been recognized as one which not 
only protects the savings depositor but also induces 
business through increased confidence upon the part of 
the public, and the principle has been enacted into law. 

Surely the Federal Reserve Act, aiming as it does 
to afford protection and to create confidence, might 
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very cons:stently add this feature to its requirements— 
not necessarily specifying the investments for savings 
funds, but providing for the segregation of assets of 
a value equal to the amount of the savings deposits, 
thereby giving the savings depositor some assurance 
that his deferred payment will be made. 


I believe also that the laws of states where there 
are mutual savings banks should be so amended as to 
perm-t mutual savings banks to purchase stock in the 
Federal reserve banks and to invest in a limited amount 
of commercial paper suitable for rediscount; and that 
the Federal Reserve Act should be amended to permit 
the membership of mutual banks in the system. It is 
true that these banks are confined within a compara- 
tively small section of the United States, but they hold 
four billions of the people’s savings and are the largest 
depositors in the commercial banks of their communi- 
ties. If for any reason confidence is shaken and heavy 
withdrawals begin, the mutual banks make heavy de- 
mands upon their depository banks. They may even be 
forced to hypothecate, or sell at a sacrifice, their secur- 
ities, and if their time notice is posted uneasiness among 
the people is but aggravated. 


If mutual banks could deal directly with the Federal 
reserve banks the conditions mentioned would be ob- 
viated and the depository banks, members of the system, 
would be free to exercise the privileges of their mem- 
bership entirely for the benefit of the commercial world 
at a t'me when it most needed it. 


Another matter which seems unjust, and in my 


opinion should be corrected, is the provision requiring 


that postal savings funds may only be deposited in 
member banks. The Attorney-General has recently 
rendered an opinion that this provision is not retroac- 
tive. However, in the future no postal savings funds 
will be deposited in non-member banks, 

The strongest argument made by the government 
to secure the passage of the Postal Savings Act was 
that no bank would suffer injury thereby because the 
government would immediately redeposit all but a small 
percentage of funds so received with any solvent bank 
depositing the required bonds as security. Relying upon 
this, many state banks have bought such bonds in excess 
of present requirements. They now find themselves 
deprived of the opportunity to receive deposits they had 
counted upon, besides having a large portion of their 
funds tied up in non-liquid securities. The govern- 
ment’s action may also in a measure be construed as a 
repudiation of its agreement. An amendment here also 
seems in order. 


I approach the discussion of what I mentioned a 
while ago as the one condition which overshadowed all 
the rest in importance, with some hesitancy, for I would 
not for a moment be construed as criticising the man 
who, as President of the United States, in this hour 
needs the united support of every citizen, or of criticis- 
ing the splendid men who compose our Federal Reserve 
Board; but we must look to the future and the possi- 
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bility that the same high standard of manhood may not 
always be in power. 

I do not refer especially to the fact that each new 
President has it in his power to appoint a majority of 
the Federal Reserve Board and the attendant possibility 
of politics controlling that body, for while the possibility 
exists, 1 believe it remote; but | do refer especially 
to the fact that state banks are invited to join the Fed- 
eral reserve system under regulat‘ons which are con- 
stantly swhject to change and addition. : 

National banks, while compelled to join, did so 
with a definite knowledge of the cond:tions under which 
they joined, and which were set forth in the act and 
could only be amended by Congress. It is true that it 
was left to the Reserve Board to construe certain sec- 
tions, but there was no doubt as to the main conditions 
of membership. 

For a very great many state institutions the collec- 
tion features of the Act, the rediscounting privileges 
and the privilege of selling certain commercial paper 
to the reserve banks hold little inducement, as little of 
the business of these institutions is commercial; there- 
fore the only reasons for membership which would 
appeal to such institutions are those I have mentioned, 
namely, being able to get money when it is needed and 
the possible prestige of being known as a “member 
bank,” besides the patriotic desire to help make the 
system a success, 
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However, to accomplish even these most desirable 
objects no important state bank can aftord to submit its 
business to the uncertain exercise of such broad and 
indefinite power which the Federal Reserve Act has 
placed in the aands of a constantly changing and polit- 
ically controlled body. 

There may be others, but I firmly believe that the 
matters | have mentioned, which are the result not 
merely of my own thought but of correspondence and 
conversation with bankers in many sections of the coun- 
try—I repeat that 1 believe these matters, and possibly 
others waich experience may suggest, will have to be 
enacted as definite amendments to the Federal Reserve 
Act so that state institutions may be under no possible 
misapprehension as to the conditions of membership, 
before they in any great numbers will enter the Federal 
reserve system. 

I believe the spirit of patriotism permeates the state 
banks of our country in fully as large measure as any 
other class of banks, business or profession, and that 
the state banks earnestly desire to become part of a 
unified banking system. However, these banks have 
played a most important part in the development of 
their respective communities; and in affiliating with the 
new system they would be false to their trust if they 
relinquished any of the functions which the commercial 
and real estate interests of their communities have been 
educated to expect these banks to perform. 


NATIONAL BANKS AND THE RESERVE SYSTEM 


BY FRANK C. MORTIMER 
Cashier of the First National Bank of Berkeley, 
California 

The sinews of the Federal reserve system are 
supplied by the national banks. 

In discussing the subject of national banks and the 
Federal reserve system it is my purpose to deal with 
some of the main features of this recent and decided 
change in our banking practice, and*to venture some 
suggestions which may effect an improvement of the 
law. 

Not since the passage of the National Bank Act, 
over fifty years ago, has there been financial legislation 
so far-reaching in its effects or so important in its 
application. 

Undoubtedly the most satisfactory feature is the 
provision for rediscounting. For years the bankers of 
this country had urged the necessity of a system of 
finance that would provide a circulating medium that 
could be increased or decreased, under proper regula- 
tion, to meet the demands of trade. 

Many bankers and economists, as well as students 
of finance, believe that this relief could have been pro- 
vided in a much more s mple and‘direct manner. The 


opinion prevails to a marked degree that the methods 
prescribed in the new law are cumbersome, expensive 
and not wholly satisfactory; but all interested seem to 
be inclined to give the present plan a fair and reason- 
able trial. 

While probably not the simplest method that could 
have been devised for providing elasticity to our cur- 
rency, it is nevertheless an occasion of general con- 
gratulation that there has been accomplished what 
appears to be a form of relief from hitherto unsatis- 
factory and dangerous conditions. 


Co-operation of National Banks 
With the exception of a few state banks the Fed- 
eral reserve system is nothing more nor less than the 
national banks. 


No further authority for this statement is necessary 
than that provision of the new law which required 
banks holding national charters to subscribe the capital 
to put the new system into effect. The penalty for not 
participating was forfeiture of their charters. This 
provision made possible the prompt opening of the 
twelve Federal reserve banks on the sixteenth of last 
November. 

There are approximately 25,000 banks in the United 
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States. About one-third of this number operate under 
national charters. Of the total banking resources of 
the country the national banks represent about one-half. 

It may have been on the mistaken assumption that 
national banks enjoy unusual privileges, or it may have 
been on the very reasonable assumption that, as they 
were already under Federal control, they would be more 
easily answerable to the new plan, that they alone were 
selected to supply the capital for the new system. They 
do not represent the larger part of the bank:ng power 
of the country; nevertheless they have borne the finan- 
cial responsibility of this new enactment. 

Because they have subscribed the capital to operate 
the Federal reserve banks—capital for which they still 
are responsible to their stockholders—the national banks 
of the country are vitally interested in the successful 
operation of the system. In so far as they are able they 
are co-operating with the officers whose duty it is to 
administer and forward the work. 

It is remembered that there was some criticism of 
the new order of things by national bankers at the time 
the proposition was under discussion. This criticism 
arose, not because of the Act as a whole, but partly on 
account of the compulsory stock subscription. 

Because national bankers recognized the valuable 
features of rediscount provided for in the Act, and 
because relief so long sought was at hand, national 
banks went into tke plan almost unanimously. It is to 
their credit therefore that, in the face of conditions 
which many considered burdensome, they made possible 
this transformation in banking practice, which was 
recognized as vital and urgent alike by legislators, busi- 
ness men and bankers. 


Trust Functions Bestowed on National Banks 

One change which materially affects national banks 
is conferring on them certain functions heretofore en- 
joyed only by trust companies. 

By special permit, under Section 2, the Federal 
Reserve Board is prepared to authorize national banks 
to act as trustees, executors, administrators or registrars 
of stocks and bonds. Separate trust departments must 
be established and such funds and records must be kept 
separate and apart from the general funds and books 
of the bank. In this connection it is interesting to note 
that serious objection to the exercise of such functions 
by national banks already has been made in several 
states. It is difficult to understand, when one takes a 
logical view of things, why such objection should be 
made in the face of the invasion of the commercial 
banking field by the trust companies themselves. 

If it is right for trust companies to compete with 
national banks for commercial business there can be 
no reasonable objection to the performance by national 
banks of certain acts heretofore considered to be es- 
sentially the business of trust companies. 

The right to exercise these trust functions, how- 
ever, is specifically limited in the Federal Reserve Act 
to the use of such powers me By in contravention 
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of state laws. No rights and privileges are bestowed 
which will conflict in any manner with the laws affect- 
ing this character of business in the states where the 
national banks are doing business, 


The Superintendent of Banks in this state is re- 
ported to have ruled that no national bank in California 
can qualify to perform trust duties, probably basing his 
opinion on Section 90 of the California Bank Act, which 
provides that such powers shall be limited to corpora- 
tions organized under the state banking law of Cali- 
fornia. 


Strenuous objection has arisen in other quarters to 
the performance of trust functions by national banks. 
The subject is one of nation-wide importance to bank- 
ers. The outcome will be observed with interest in 
those states where enabling legislation has not been 
passed covering it. 

In California the state banking law deals with 
the subject in this way: Banks transacting a trust busi- 
ness are required to set aside a portion of their capital 
to the trust department and to deposit with the State 
Treasurer securities which act as a bond to secure the 
faithful performance of trust duties. 

And so a reasonable adjustment of the situation 
might be to require national banks undertaking such 
duties to set aside a portion of their capital to the trust 
departments. 


Savings Departments in National Banks Legalized 

Another change of more than passing interest is 
the specific provision for the acceptance by national 
banks of time deposits, on which they may pay interest. 
The National Bank Act has been silent on this point, 
but some national banks had organized savings depart- 
ments on the assumption that, as there was no spec’fic 
provision against the acceptance of such accounts, they 
were within their rights in receiving them. 

One-third of the time deposits received by a 
national bank, outside of reserve cities, may now be 
loaned upon improved farm land. 

As in the case of the exercise of trust functions 
by national banks in California, so there is a clash in 
the savings department feature. 

The banking law of California prohibits the use of 
the word “savings,” except by a bank organized and 
operating under the banking laws of the state. The 
State Superintendent of Banks has ruled that no 
national bank can operate a savings department, al- 
though there was no objection to the maintenance by 
national banks of “interest” departments before the 
passage of the Federal Reserve Act. 

This ruling of the State Superintendent of Banks 
is disputed. Under date of June 14, 1915, the governor 
of the Federal Reserve Bank of San Francisco, reflect- 
ing the opinion rendered by the counsel of the Federal 
Reserve Board at Washington, addressed a circular let- 
ter to the member banks in the Twelfth District inform- 
ing them that national banks have the right to accept 
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savings deposits, to pay interest on them and to adver- 
tise for such accounts. 

The opinion of the Federal Reserve Board upon 
this point may not be accepted as final, as the state 
institutions are inclined to resent this invasion of what 
they have heretofore considered their separate field. A 
test in the courts is expected. 

On the other hand, there is complaint on the part 
of national banks that savings banks in many com- 
munities gradually, but nevertheless effectively, have 
invaded the commercial field, some of them going to 
the extreme of advertising for personal and business 
checking accounts on the basis of three per cent. 
interest. 


National Banks Should Be Departmental Banks 

State banks and national banks now appear to be 
in conflict, each trespassing on what heretofore has 
been considered the other’s field of activity. The taking 
on of commercial business by savings banks and trust 
companies has been, offset, in a measure, by provisions 
in the Federal Reserve Act, which contemplate an en- 
largement of the powers of national banks. 

And the national banks seem to be fully alive to 
the fact that their activities will be more comprehensive 
in the future. In fact, there are lacking only one or 
two features to make national banks truly departmental 
in character. 

A few moments ago, in discussing trust powers, it 
was suggested that a portion of capital migit be set 
aside for trust business. And so, in the enjoyment of 
savings business, it may be considered a reasonable reg- 
ulation to require a national bank desiring to do a 
savings business to apportion a part of its capital to a 
savings department. 

In discussing the activity of national banks in the 
savings field there is one feature of importance that 
would tend to make national banks more useful in their 
communities. There are many country districts where 
there are national banks but no savings banks. 

Serious consideration, therefore, might be given to 
a proposition to amend the Federal Reserve Act so that 
national banks be permitted to lend their savings de- 
posits as such deposits are usually loaned—that is, upon 
real estate security, not limited, as at present, upon im- 
proved farm property, but upon real estate, both city 
and country. 

With the apportionment of capital to commercial, 
savings and trust departments, and with the additional 
privilege of lending upon urban real estate, as proposed, 
national banks would be in a position to compete on 
more equal terms with state banks. Under these con- 
ditions they would more nearly approach the status of 
departmental banks, which the Federal Reserve Act 
apparently contemplates. 


Capital Stock of Reserve Banks Not Necessary 


Already it is indicated, almost to a certainty, that 
the gold reserve massed in the several reserve banks, 


with the additional reserves soon to be paid in, will 
be ample to take care of the rediscounting needs of 
business through member banks. If this prove to be 
true it will be clear that there will be no necessity for 
continuing that part of the law which requires national 
banks to supply capitalization for the Federal reserve 
banks. It is already foreshadowed that there may be 
no need for employing such capital. 


It follows, therefore, that the capital subscribed by 
the national banks could equitably be returned to them. 

The present law appears to place the Federal re- 
serve banks in competition with member banks through 
open market operations. This has already been availed 
of by the purchase of warrants and other instruments 
of credit. The abnormally heavy reserves now carr:ed 
by national banks might have been profitably employe? 
by them, at fair rates of interest, through the purcha:> 
of the very obligations now held by the Federal reserve 
banks. 

The open market operations of the Federal banks 
are expected in a measure to regulate interest rates 
throughout the country, and should be exercised in the 
manner indicated. Since their organization there has 
been no complaint regarding abnormally high interest 
charges. Therefore there appears to be no valid reason 
for any open market operations at this time. 

In buying in the open market the reserve banks 
already have been in competition with member banks, 
and they appear to have demonstrated that they are 
operating not altogether as emergency banks, to be used 
during periods of financial stress, but as open competi- 
tors of member banks. 

The question naturally arises: At times when there 
is no demand for the rediscounting privilege, are the 
Federal reserve banks forced to compete with member 
banks by going into the open market and buying 
municipal and other warrants in order that they may 
earn expenses and pay the expected dividend of six per 
cent.? If this is the situation there exists a very good 
reason for the return of the capitalization to the mem- 
ber banks and an elimination of the implied obligation 
on the part of the reserve banks of earning a dividend 
of six per cent. 


May Attract State Banks 


The return of the capital stock of Federal reserve 
banks to member banks has more than incidental bear- 
ing on the success of the whole system. With the 
elimination of this feature, which never has set well 
upon the national banks, the state banks, recognizing 
the value of the rediscount feature, in all probability 
would voluntarily and quickly apply for membership. 

Thus would be brought about a realization of the 
desire of the Federal Reserve Board, expressed in the 
first paragraph of Circular 14, dated June 7, 1915, which 
reads as follows: 

“A unified banking system, embracing in its mem- 
bership the well-managed banks of the country, small 


343 


_| 


Octoser, 1915. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Vor. 8 No, 4. 


and large, state and national, is the aim of the Federal 
Reserve Act.” 


The Check Clearing Problem 

And now a word upon the problem of clearing, 
economically and equitably, checks drawn upon member 
and non-member banks. 

The theory advanced in some quarters that checks 
should be accepted at par throughout the country is 
combated on the ground that such custom would destroy 
one of the sources of revenue that banks have always 
regarded as lawful, namely, the charging of exchange 
for the transfer of funds from one part of the country 
to another. 

From the foundation of banking this has been 
recognized as a legitimate source of banking profit, 
The growing demand on the part of the public that this 
item of revenue shall be taken from the banks is a 
matter of no small concern. In fact, in many com- 
munities it long since has ceased to be a source of 
profit, but on the contrary has becotme an expense—a 
condition partly brought about by the banks themselves 
through competition. 

The fact that there is an actual cost to the transfer 
of funds from one part of the country to another is not 
a matter for debate, nor is it necessary to enter upon 
any extended explanation, because the subject is one 
with which we are all too well acquainted. 

We are agreed in the conclusion, I believe, that it 
is just and reasonable that the expense should be borne 
by the man who wants the service performed. 

The government charges thirty cents per hundred 
dollars for postal money orders, and that rate seems to 
be accepted as reasonable.. Therefore it is difficult to 
understand why such strenuous objection is made when 


banks charge for this service, especially when the 
amount asked by the banks is usually less than that 
charged by the government. 

The Federal Reserve Act contemplates the clear- 
ance of checks for its members, and commendable ef- 
forts are now being made to formulate a plan that will 
be just to both city and country banks, as well as to 
the makers of the checks. The most feasible plan so 
far proposed is the one to add to the check the actual 
cost of collection. 

This should enlist the hearty support of both mem- 
ber and non-member banks, for the reason that it will 
relieve them of one of the most annoying and unsatis- 
factory practices in modern banking. 


As a whole the Federal Reserve Act appears to be 
operating as successfully as could be expected. Indeed, 
results have been more satisfactory than a great many 
predicted they would be, considering the formidable 
difficulties with which the financial field bristles today. 

The shifting of reserves was accomplished smoothly 
and effectively, without disturbance of the credit struc- 
ture. Some results of a highly satisfactory nature have 
been accomplished. 


The new ideas embodied in the law are now being 
subjected to a severe test because international condi- 
tions have complicated its operation. The collapse of 
foreign exchange facilities and the use of funds by the 
warring nations which heretofore have been available 
in this country for investment purposes and the general 
demoralization of intercourse between this country and 
our European neighbors have all contributed to create 
an abnormal condition at home, which may postpone 
for many months the entirely satisfactory operation of 
the Federal reserve banks. 


THE FEDERAL RESERVE BANK AND ITS 
INFLUENCE ON CREDIT METHODS 


BY RUSSELL LOWRY 
Deputy Governor Federal Reserve Bank of San 
Francisco. 

At the close of July, after more than eight months 
of actual operation, the twelve Federal Reserve Banks 
in the United States showed paid up capital about 
$54,000,000, deposits $300,000,000, and bills rediscounted 
less than, $30,000,000. That is to say, the twelve or'gi- 
nal banks, collectively, were loaning to their customers 
less than any one of the three or four large banks in 
San Francisco. The loans of the member banks, col- 
lectively, were more than $6,000,000, or upward of 
200 times the total loans of the reserve banks. 

It is evident from these figures that as a factor in 
the money market the Federal reserve banks have 
been influential through their power to loan rather 
than through their actual loaning operations. While 
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the inauguration of the reserve system undoubtedly 
contributed largely to the restoration of confidence and 
the stability of financial affairs, regional banks actually 
extended very little credit that could not have been 
supplied equally well from other sources. It was due 
to the lowering of reserve requirements under the 
Federal Reserve Act, coupled with the confidence be- 
gotten of rediscount facilities, that credit could be sup- 
plied so freely from these other sources. Some of the 
most important activities of the system, however, have 
been directed along other lines than that of merely 
lending money. It has been influential as an educational 
force, and one of its chief values has been in laying 
foundations for a new and more efficient structure of 
banking and commercial credit than this country has 
enjoyed hitherto. 

One of the developments of the system is the 
gradual change of attitude of the banks toward the 
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question of rediscounting. Heretofore it has been 
looked upon as an indication of weakness for a bank 
to rediscount its customers’ notes or to borrow money. 
That this view was ill founded was recognized by more 
thoughtful bankers who, however, did not care to go 
against popular opinion by showing the item of redis- 
counts in their published statements. As a result, many 
banks have chosen to keep themselves out of the bor- 
rowing class even though their communit‘es might 
suffer for lack of legitimate credit, while others have 
employed various subterfuges to effect their purposes 
without appearing to do so. Under the old system a 
bank willing to cash in its bills receivable had no place 
to go except to its city correspondents, where its credit 
was measured not by its needs or the quality of the 
paper, but largely by considerat'on of the value of the 
account in maintaining satisfactory balances. More- 
over, such credit extensions were obtained as a matter 
of privilege rather than of right. Under the new bank- 
ing system any member bank has the undoubted right 
to go to the Federal reserve bank with full confidence 
that any acceptable paper fulfilling the requirements of 
the act will be rediscounted without hesitation. The 
reserve banks have the right, of course, and undoubtedly 
will exercise the right to put on the brakes when any 
bank or set of banks appear to be rediscounting in 
unusually large volume and apparently for the purpose 
of extending their activities beyond proper limits. But 
aside from this consideration, Federal reserve banks 
ought never to refuse to furnish money to member 
banks needing the funds and having paper of the right 
sort to present. The gradual recognition of this fact 
is inducing the banks to take a different view of redis- 
counting and to set their houses in order against a day 
when they may have need to exercise the privilege. 
This attitude is clearly expressed in a pamphlet issued 
by the Empire National Bank of Lewiston, Idaho. I 
quote briefly from this pamphlet: 


“In accordance with the spirit and intent of the 
Federal Reserve Act, a new item appears in the state- 
ment of the Empire National Bank. It is called ‘redis- 
counts with Federal reserve bank.’ Its presence means 
that the Empire National Bank is accumulating paper ; 
that is, customers’ notes, eligible and acceptable for 
red'scount with the Federal reserve bank. 

“Until the Federal reserve banking system came 
into active operation the officials of the Empire National 
Bank were disinclined toward rediscounts. In fact, 
during an experience of some fifteen years in this terri- 
tory a rediscount has never before appeared in the 
statement of this or any other bank under their man- 
agement. It is believed, however, that under the Fed- 
eral reserve system a new era is dawning. 


“Every dollar’s worth of paper acceptable for 
rediscount with the Federal reserve bank adds that 
much more to the member bank’s available cash re- 
serve. In effect acceptable paper is the equivalent of 


cash because it can be converted into Federal reserve 
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notes at any time. In other words, while a member 
bank is required by the terms of the Federal Reserve 
Act to maintain a certain reserve in cash, its principal 
reserve should not be cash in vault but its rediscount- 
able paper.” 

In the beginning of the system the Federal Re- 
serve Board wisely determined to adapt itself to exist- 
ing conditions, render the facilities of the reserve banks 
available to the class of paper obtainable and gradually 
encourage the creation of more desirable forms of 
commercial paper. From the outset, however, it was 
insisted that notes offered for rediscount at reserve 
banks should represent definite transactions of a com- 
mercial, industrial or agricultural character, represent- 
ing the various steps in the process of production, 
transportation and sale of commodities. Banks seeking 
to rediscount have been confronted persistently with 
these questions: 

Is the borrower good for the credit? 

What is he going to do with the money? 

From what source is he going to pay it back? 


In order to satisfy these inquiries member banks 
have had to study their own loans from a new view- 
point. They have had to obtain financial statements 
from their customers, and they were put upon inquiry 
as to the purposes for which they were extending credit 
accommodations. To many bankers, especially in our 
stable, prosperous country districts, this was a new 
angle to the banking business. Heretofore, in many 
instances, loans were made on demand, with no ques- 
t'ons as to whether the funds went into permanent in- 
vestment or current needs, and no understanding as to 
repayment except that the borrower would pay when he 
got ready and happened to have no further use for 
the money. 


To those who have been in intimate touch with the 
operations of the system it is surprising how quickly 
the bankers have grasped the idea of liquid credits and 
applied it to their own transactions. We were told at 
the outset that people in the country districts would 
never take kindly to the idea of giving financial state- 
ments; that they would resent being asked to give suc’ 
statements, and transfer their affections to rival banks 
under state jurisdiction which would be less exacting 
and less addicted to red tape. A banker in an Oregon 
town wrote us that he was trying to educate the people 
to the use of the property statement, but it was very 
slow and uphill work because his competitor, an older 
and more firmly established national bank, did not 
bother its customers with such requirements. But a 
few weeks later when I had occasion to visit that town 
I noticed the cashier of the competitor bank had a pad 
of statement forms on his desk, and he assured me thet 
he made no unsecured loans without obtaining a state- 
ment. It is coming to be generally recognized among 
bankers that a man who borrows without collateral on 
his clean note ought in fairness to render a statement 
showing just what is back of his signature. And bor- 
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rowers accept the situation with the good-humored 
adaptability which is one of the admirable traits of the 
American people. 

The natural desire to have as much paper as pos- 
sible that will be eligible for rediscount has resulted in 
an effort on the part of the bankers to differentiate 
between investment credit and commercial credit. The 
time note is rapidly replacing the demand note as a 
vehicle of credit, and it is being gradually impressed 
upon borrowers that the day of payment must enter 
into their calculations. By going over the notes care- 
fully and with this new viewpoint, bankers have been 
able to weed out some of their slow and unprofitable 
loans by urging the borrower to finance the capital 
requirements by means of mortgages, as they should 
be, and have reduced their really liquid credits to liquid 
form by taking notes for a definite maturity in place of 
the usual demand paper, which is always due and yet 
never due. The consequence is a more rational attitude 
toward bank loans on the part of the borrower and 
lender. 

Our contention that every bank, no matter where 
located, has among its investments some paper of an 
eligible sort, is fairly well demonstrated by the fact 
that in the seven months of our operations we have 
discounted notes for more than 140 banks, or more 
than twenty-five per cent. of our members in this dis- 
trict, who have experienced little difficulty in meeting 
our not rigid requirements. This showing is rather 
remarkable when it is cons‘dered that financial condi- 
tions are abnormally easy throughout the country, that 
many banks never rediscount at all, and that banks can, 
on the whole, do business more easily with their city 
correspondents than with the Federal reserve bank. 
From November 16, when we opened our doors, to July 
31 we rediscounted for 132 banks 1,718 notes, aggre- 
gating $6,696,576, or an average of $3,900 for each item. 
The smallest note rediscounted was for $82 and the 
largest for $200,000. Paper came to us from every 
tate in the district except Arizona. Considerably more 
tlan half of the notes were those arising from the 
?ctivities of farming and allied industries, and fully 
half of the sums advanced were for agricultural pur- 
poses. The remaining half was fairly well distributed 
among the different commercial and manufacturing 
activities of the district. 

But while we have been working to improve the 
quality and the form of the single-name promissory 
note we have not lost sight of the desire to stimulate 
the use of paper bearing on its face more convincing 
evidence of its commercial character. The effort to 
bring this about has taken two directions. 

First, there is the banker’s acceptance. Under the 
terms of the Federal Reserve Act the larger national 
banks are permitted to accept time drafts based upon 
the importation or exportation of merchandise in an 
amount not exceeding their capital and surplus. This 
is a privilege never before enjoyed, and it has been 
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utilized to the extent of creating many millions of 
dollars of such paper. Owing to the ease with which 
it can be negotiated and the high character of the paper, 
bearing, as it does, two signatures and having behind 
it actual commodities on the way to market, this class 
of paper has been eagerly sought and commands a 
lower rate than any other form of investment, not even 
excepting call loans on New York Stock Exchange 
collateral, which heretofore have been regarded as the 
premier among liquid investments. 


Second, there is the domestic bill of exchange, or 
trade acceptance, which has been accorded a prefer- 
ential rate of discount by some of the reserve banks. 
The object of the lower rate is not so much to attract 
the business to the reserve bank as to emphasize the 
desirability of creating this class of paper. Under 
present custom in America goods are purchased on 
open account, payment to be made in thirty or sixty 
days, with a liberal discount for immediate payment. 
Buyers whose credit is good borrow from their banks _ 
and take advantage of the discount, while the sellers 
borrow for the purpose of carrying the accounts of 
those who do not pay cash. In other words, the seller 
of the goods furnishes capital, obtained on his single- 
name notes, for the purpose of financing the weaker 
element among those who buy from him. 

The long-established custom in Europe is for the 
seller, at the time of shipping the goods, to issue a 
draft on the buyer for thirty, sixty or ninety days’ 
sight. When the goods arrive the buyer accepts the 
draft and it is returned to the seller, who may discount 
it at his bank. Banks are usually glad to get such 
paper, for it bears two names and bears on its face 
the evidence of its commercial character. Furthermore, 
it is known to represent an exchange of goods which 
will be resold and thus provide the drawee with the 
means of paying the obligation. 

This is the sort of paper the Federal reserve banks 
would like to see more commonly used, and there is 
little doubt that our standards of commercial credit 
would be much improved by its use. Instead of having 
the bulk of our commercial paper in single-name notes 
with an arbitrary term from three to six months we 
should have paper whose maturity was fixed by the 
time necessary to consummate the transactions, and 
automatically retired at maturity, without renewal or 
direct substitution. Good accounts now embalmed and 
inaccess‘ble on ledger paper would spring into life and 
provide the jobber and manufacturer with a most valu- 
able credit resource. The small dealer would be espe- 
cially advantaged because he would be able to finance 
his needs, not with his own credit alone, but with the 
added strength given by the signatures of powerful 
customers whose paper he would receive in the ordi- 
nary course of business. Buyers would be mindful of 
the necessity of meeting obligations exactly on time. 
and would not be beguiled by the easy credit methods 
of the day into overstocking with unneeded goods. 
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‘Banks would be benefited by having access to a 
large supply of paper of the most liquid character, 
readily convertible into cash through the privilege of 
rediscounting with the Federal reserve bank. These 
results the Federal reserve bank hopes in time to bring 
about, and has taken the initial step by making it more 
profitable for member banks to hold paper of this sort 
which they may rediscount if desired when the occa- 
sion arises. 

To sum up briefly, the Federal reserve banks have 
been striving definitely toward the accomplishment of 
these two things: First, to improve the quality of the 
single-name promissory note, so that it will be based 
upon ascertained facts of financial condition, not guess- 
work, and represent a real commercial credit; and, 
second, to bring into more general use a higher class of 
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commercial instrument, in form and quality more nearly 
approaching the European standard—paper that will be 
current outside the community of its origin, and pass 
from hand to hand as checks do, at face value and 
without fear of loss. 

To this end the reserve banks desire and expect the 
co-operation of their member banks so that fuel may 
not be wanting when the need arises to stoke the fur- 
nace and get up steam in earnest. The system belongs 
to the banks, and it cannot be said too often or too 
emphatically that their fullest co-operation is essential 
to its complete success. The capacity of the Federal 
reserve bank to relieve a financial stress will depend 
directly upon the ability of the banks to furnish eligible 
and acceptable paper. This fact is generally recognized 
by the more thoughtful men in the profession. 


DISCUSSION ON PAPERS SUBMITTED 


QUESTIONS ANSWERED BY CHAIRMAN JOHN PERRIN OF THE FEDERAL RESERVE BANK 
OF SAN FRANCISCO. 


The Chairman.—“Now then, gentlemen, we have 
but a half hour left, and I trust that many of you have 
made notes of some of the points that have been 
brought forward and are prepared at this time to ask 
questions or add something to the discussion of the 
morning. I would ask that each, in presenting his 
question, state his name clearly as well as his Chapter, 
and I am sure that Mr. Perrin, who is present, will be 
very glad to answer any question which may be asked.” 

Mr. Elmore, of Philadelphia—“Mr. Chairman, the 
Federal reserve system may be said to have run 
smoothly. It is a matter of note that recently certain 
trust companies of New York City have joined the 
system. Would it not be a matter of inquiry as to 
what special benefit they will derive, and also how far 
those benefits may extend to the other trust companies 
that come into the system?” 

Mr. Perrin—‘“Gentlemen, I think that question 
starts off with a sixteen-inch cannon charge. Before 
answering it directly I will say that last fall we had a 
crisis perhaps greater than any we have ever met in 
this country from a credit standpoint. That was met 
by the issuance, under the rather cumbersome Aldrich- 
Vreeland Act, extended by the Federal Reserve Act 
fortunately by the use—there were actually issued $388,- 
000,000 of so-called emergency currency, of which about 
$300,000,000 was used. ._The Federal reserve system, as 
now constituted, could issue without suspension of re- 
serve requirements about a billion; that is to say, some- 
thing more than three times the amount that was 
tequired to meet last fall’s emergency. I believe that 
situation justifies the statement that there is strength 
enough in the Federal reserve system as it is now con- 
stituted to meet any emergency that is likely ever to 
arise. 

“Now, to answer directly the question that you put 


as to what advantage the trust company would have. 
There is no advantage that I can see except that which 
runs to any member of the Federal reserve system; it 
makes the connection direct between the banks and the 
Federal reserve bank instead of making it through some 
other medium. A bank relying upon a corresponding 
member bank is perhaps entirely secure with the situa- 
tion as it is now arranged, but every bank must feel a 
greater reliance upon its own strength when it feels 
that, if it is in condition to need it, it has the same 
right of rediscount, the same support as any other bank 
in the country. 

“As to the general advantage of having trust com- 
panies and state banks in the system, it is clear that if 
the Federal reserve system could issue a billion dollars 
of currency based upon the reserve now held, if those 
reserves could be doubled it would be twice as strong. 
Upon the theory that nothing can be too strong when 
we consider a credit, there is simply the advantage of 
increasing the factor of safety. 

“If all banks are members of the Federal reserve 
system they come under the influence of such guidance. 
Mr. Lowry has explained very carefully and very 
lucidly what we are seeking to do here in the way of 
education. We believe that it is only when we come 
into direct rediscount relation with our members that 
we are able to exercise influence upon the business of 
the respective members. A bank joining the Federal 
Teserve system necessarily must do so because it inter- 
ests him at least sufficiently to take that action, and it 
is only natural that it would take its course in its lend- 
ing somewhat along the line believed in by the manager 
of the Federal reserve system. Those of us who are 
concerned with the management believe that they can- 
not fail to establish the general credit situation. I 
cannot answer your question more pointedly than that.” 
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Mr. Keller, of Chicago.—“Reference was made to 
the postal savings deposits. A state bank has to have 
bonds to guarantee deposits of a like amount. At the 
time the Federal Reserve Act was passed no bank could 
hold those deposits unless it belonged to the Federal 
reserve system. An amendment was offered covering 
this pont, that where no member of the Federal reserve 
system was in existence in that community the former 
relation would continue. After the Federal reserve 
system was established we received instructions not to 
receive further deposits from the post-office on postal 
savings. The postmaster was also instructed not to 
deposit with our bank further. We still have the de- 
posits, which-we expect to be drawn any time, and we 
da not know what they are going to do with them. The 
postmaster was instructed to buy a draft on the Citizens 
State Bank on which we were allowed to charge no 
exchange, and also cash the orders drawn on the post- 
master. Would it not be fair and equitable to pass an 
amendment covering this matter where no member of 
the Federal reserve bank was in the community, when 
the bonds had been purchased and the law been com- 
plied with, that the continuation of that relationship 
could come about?” 

Mr. Perrin.—“! do not know that I understand just 
the question that the gentleman has put. Is it, would 
it not be fair that there should be an amendment that 
would permit postal savings deposits to be placed with 
a non-member bank when no member bank was in a 
locality of that kind? 1 do not see anything unfair 
about that. I do not believe the point is a very vital 
one. There is not much profit in buying the bonds 
with their small return and paying interest on the postal 
deposits. The only possible difference is the difference 
between the rate on the bonds and the rate on the 
savings deposit, and unless you receive the full market 
value upon your bonds when you sell them that would 
be further reduced. Of course, the argument at the 
time of the enactment of that postal savings law was 
that the money would not be taken out of the com- 
munity, that it was going to be deposited in the local 
bank. I think there is a good deal that is specious 
about that. If you buy bonds, let us say, of New York 
City by way of getting a satisfactory bond to put up as 
security for your postal savings deposit, so far as the 
money being retained in the community one hand 
washes the other. You send out the price of the bonds 
and you retain the amount deposited with you. I do 
not believe the deposit is a very vital matter, but I see 
nothing at all unfair in the suggestion.” 


Mr. Stone, of Boston. —“In regard to paper eligible. 


for discount: If a bank takes a note which it believes 
will be paid, but which may possibly be used as invest- 
ment paper and not paper which is short-time paper 
that possibly will not be paid at maturity, why should 
the national bank that has got to stand behind that 
paper be bothered—have to exclude that paper from the 
list of paper which is eligible for discount with the 
Federal Reserve Board?” 
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Mr. Perrin.—“I take it that your inquiry addresses 
itself simply to the solvency of the maker of the paper, 
the secur.ty of the paper?” 

Mr. Stone.—‘‘And the ability to rediscount a note 
which is possibly investment paper so far as the bank 
is concerned.” 

Mr. Perrin.—“And where the bank would know 
taat it would not be paid, and the paper was perfectly 
good; is that the question?” 

Mr. Stone.—“Yes.” 

Mr. Perrin.—‘Ilf the Federal reserve system had 
concurrently brought into existence an enormously new 
quantity of wealth seek:ng investment I think there is 
no reason at all why it should not consider a perfectly 
good investment. I think, however, the money of the 
Federal reserve system comes primarily from the re- 
serve that lay in the vaults of the member banks before 
the establishment of the system. The reserve require- 
ments were reduced, but it was felt the reserve require- 
ments could not safely be reduced unless that was done 
along sound lines. Now, conceive of the money of the 
Federal reserve banks as belonging still to the member 
banks as their reserve money. That is what it was 
before it was transferred from the vaults of the mem- 
ber bank to the Federal reserve system. That is reserve 
money still of the member bank, although it is in the 
custody of the Federal reserve bank. The Federal re- 
serve bank cannot wisely invest, make investments that 
the member banks could not wisely make before. Take 
the situation of a bank in a reserve city which is re- 
quired to have twenty-five per cent. reserve. Now that 
was reduced to fifteen per cent. and a part of the money 
reserved was put in tie vaults of the Federal reserve 
system. How can you safely reduce the reserve? 
Would you weaken the situation? Your question, it 
seems to me, might be answered that the Federal re- 
serve bank could just as wisely rediscount that kind of 
paper as for the member bank previously to have loaned 
until their reserve was only fifteen per cent. I do not 
think anyone would say that was wise. That would be 
too small a proportion for the reserve of a bank. The 
thought in the transfer of these moneys from the vaults 
of the member banks to the reserve bank, leaving it 
still the reserve of the member bank, was to make the 
reserves more efficient. A bank can more safely lend 
with a smaller percentage of reserve if it has a strong 
agency to come to its rescue if it gets into a 
pinch. But it is a very vital point that every bank in 
reducing its reserve must have something that it can 
convert into reserve; that is, rediscountable paper. 

“We were discussing this matter with Mr. Lowry 
the other day, that if in the enactment of the Federal 
Reserve Act it had been said, ‘You can reduce your 
reserve from twenty-five to fifteen per cent. as rapidly 
as. you incorporate in your paper that which is of the 
highest class and rediscount that,’ that would mean that 
the bank would have that which it could convert into 
reserve, and it would not be an actual reduction of 
reserve; but the thing, it seems to me, very vital for 
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the Federal reserve system to avoid is that it shall ac- 
cept for rediscount paper other than that representing 
simply a temporary transaction. Any investment that 
the Federal reserve bank makes based on the Federal 
reserve money, regarding the money as reserve money, 
any investments must be only of a temporary character.” 

Mr. Ellsworth, of New York.—‘‘The Federal Re- 
serve Act limits the amount that a member bank may 
invest in acceptances to fifty per cent. of its capital. 
Later that was amended so as to place the limit at the 
amount of its entire capital and surplus. I would like 
to ask Mr. Perrin what good reason there is for mak- 
ing such a limitation on the amount of acceptances the 
member bank should take against the exportation or 
importation of goods?” 

Mr. Perrin—‘“It is a new department of activity 
for all the banks, and I do not know that there is any 
better answer than to say that it was prudent to feel 
our way. Carter Glass, who took a very important 
part in the construction of the Federal Reserve Act, a 
very important part in guiding its enactment, would not 
consider permitting member banks to accept domestic 
acceptances. A good many of them felt that it was 
very wise to reduce the right of member banks to 
accept. He was not sure that the right would not be 
abused. Whether it will or not ‘s a thing that can only 
be told by actually feeling your way in regard to it. 
This amendment giving member banks the right to 
accept 100 per cent. of capital lets that power go only 
to the large, well-managed banks. As against that it 
may be said that the acceptance of a small, insignificant 
bank would not have any wide currency. The accept- 
ance of the New York City Bank of New York, for 
instance, however, would naturally have a currency 
anywhere in the country; but the acceptance of a little 
$25,000 bank of indifferent management would not, 
naturally, be accepted widely. But in dealing with 7,000 
banks, all of them as a matter of right entitled to the 
same privileges, it would certainly not seem quite demo- 
cratic that one may have the rght and another not 
have the right. That was one of the problems. A 
great many thought it would be wise to restrict abso- 
lutely the power of acceptance to banks in large cities, 
perhaps even to banks in the central reserves, but it 
was thought wiser to give a certain moderate percent- 
age, fifty per cent. of capital—the right to accept to 
that extent to all banks; and then it was thought that 
that might not meet with the requirements, particularly 
in New York, and so the amendment was made.” 

Mr. Nugent, of Chicago.—“What, in Mr. Perrin’s 
estimation, effect would an unusual demand on the re- 
serve banks have with regard to inflation, in the event 
that we had an unusual boom in business here later on, 
after the war? That is a big question; we had it up 
in debate, but we sidetracked it, having no knowledge 
on the subject.” 

Mr. Perrin—“It would depend entirely on the 
character of the management of the. Federal reserve 
banks. There seems to me no ground of a fear of 


inflation from over-issue of Federal reserve notes. 
The fear lies in too great laxity on the part of the 
mcnagement of the Federal reserve banks in imposing 
restrictive rates of interest or restrictive rates of dis- 
count when the demand becomes insistent. The man- 
agers of the Federal reserve banks ought to recognize 
any important tendency toward undue expansion, and 
if their operations have become important enough an 
advance in their rates of discount would check the 
demand, or a lowering of their rates of discount would 
increase the demand; and it seems to me a vital point 
that they should do enough business so that their draw- 
ing back or coming forward would have an important 
effect, and then it would lie within the discretion en- 
tirely of the management of the Federal reserve bank 
as to whether loans should expand at the will of the 
people or whether they would be a drag upon that 
expansion. The question of how far the action of the 
Federal reserve banks will be effective in applying such 
an influence is yet to be demonstrated, and I do not 
know that anybody can say at this time just how far 
they will be able to influence. If the Federal reserve 
banks are not doing very much business and they ad- 
vance their rates of discount, I do not see that they 
would influence the general market rates very much. 
The Bank of England, as you know, is able, and does 
at times, make its rate effective by absorbing loans of 
available funds in the general market. Now, we might 
be able by selling securities of a kind accessible to the 
general market, if we had’ a sufficient supply of them, 
to absorb enough of the loanable funds. 

“One of the speakers spoke tiis morning of com- 
petition on the part of the Federal reserve bank with 
member hanks. It seems to me that we might compete 
in the same way that the governor of a steam engine 
is competing with whatever objects the power of a 
steam engine is applied to. It takes some power to 
run the governor, and that might be regarded as some- 
what analogous to the absorption of investments that 
the Federal banks would like to have. But if the Fed- 
eral reserve banks have not done that, and have not a 
supply of accessible paper to throw on the market in 
case of a disposition to undue expansion, how will it 
act as governor? Taking that conception of it, that it 
would not do anything, would relegate the Federal 
reserve banks to an emergency institution. I do not 
believe that is the way in which the Federal reserve 
banks can be of highest usefulness. There are certain 
dangers about it. If the Federal reserve notes were 
issued only in an extreme emergency, seeing Federal 
reserve notes in your currency would be like a flag of 
danger ; but if they are issued and redeemed every day 
the fact that a larger amount is issued under a stress 
occasions no comment.” 

Mr. Daley, of Denver.—“I have two questions: 
Some time ago District 10 issued an order that the 
Federal reserve bank would cash checks on member 
banks at par. The questions I wish to ask are these: 
First, to what extent will this policy be exercised? 
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Second, what compensation, if any, will member banks 
receive in being deprived of that legitimate revenue?” 

Mr. Perrin.—“I might say in this connection, Mr. 
Chairman, that I came in without any thought of being 
honored by the request to participate in your exercises 
this morning, and I think I would not have so glibly 
accepted that invitation if I had known the part I was 
to take. 

“The clearing of checks will only proceed to the 
length that member banks voluntarily join the collec- 
tion system as it now stands. Whether the Federal 
Reserve Board has the right to issue a regulation com- 
pelling banks to clear at par I do not know, but the 
plan as it is now is to have only those banks clear 
who voluntarily join the intra-district collection sys- 
tem; so that whether a large or small amount is cleared 
depends entirely upon the will of the member banks. 

“A very interesting thing in connection with the 
development of that system in this district is this: 
Our distances here are very great. It takes three days 
for mail to go to Seattle, and three days to return. 
There seems to us concerned with the management of 
this bank an especial injustice to outlying banks, those 
banks lying at a distance from San Francisco, to ask 
them to carry here sufficient excess balances to recover 
not only the amount in transit from them, but the 
amount in transit from this bank to you for six days. 
Upon our urgent representations the Federal Reserve 
Board granted authority that we should put into effect 
in this district—I believe the only one of the twelve— 
a system of deferred credits and debits. I mention 
Seattle. Seattle would be required to carry no addi- 
tional balance in order to enter the clearing system; 
but we would accept for credit checks upon Seattle on 
six days’ deferred credit. 

“You put your question in two sections: The one 
as to how far it would go, and the other as to how 
compensation would be given for loss of revenue from 
that. There is no attempt to offer any specific com- 
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pensation. It seems to me in considering such a matter 
as to clearing of checks, which is not at all a vital 
matter under the Federal Reserve Act or under the 
Federal reserve system, and some might say it might 
much better be left out entirely. Yet there is this 
broader view to take. Banking may be said to have 
no independent rights of its own. If you view as those 
having the absolute right the producer and the con- 
sumer, banks and a lot of other intermediate agencies 
are simply the means of bringing products from the 
producer to the consumer. In a general way we bene- 
fit our country, and that means benefit the citizens of 
the country, and that would mean not today but over 
a period, by the reduction of the cost in bringing 
products from their source to the consumer. If bank- 
ing service can be rendered at a lower cost than it is 
now being rendered, then we benefit our country, and 
that might mean our children and our grandchildren, 
although it might not mean us individually. We bene- 
fit our country by bringing the most economical bank- 
ing service into existence, the same as by bringing the 
most economical transportation service into existence. 
But economical, though, might not mean the lowest 
cost but the best service, taking into account speed, 
accuracy, and so forth. So that there is that broader 
side to take into account in connection with consider- 
ing whether a bank is justified in giving away now a 
tevenue which it now has assured from exchange. I 
think it takes a pretty far view in certain cases, and I 
do not feel like urging upon any bank that it is a 
patriotic duty to give up a revenue of ten thousand or 
twenty-five thousand or fifty thousand in any depart- 
ment. We have not urged our member banks to do 
this, but so far as they are disposed we welcome them, 
and they have a right to withdraw under a reasonable 
notice. I believe that under our plan a larger number 
of member banks have agreed to participate than any 
other district except two, where it is obligatory, where 
it was believed to be the intent of the law.” 


INSTITUTE LAW BOOKS 


From the viewpoint of the student of commercial 
and of banking law, says the “Kansas Banker,” no 
more acceptable volumes have for many a day ap- 
peared than those of Prof. Samuel Williston, LL.D., 
Professor of Law in Harvard Law School: “Negotia- 
ble Instruments” and “Commercial Law.” These are 
text books, prepared by Prof. Williston for the Amer- 
ican Institute of Banking, and are but recently from 
the press. “Negotiable Instruments” is a study of the 
Negotiable Instruments Law. The author takes up and 
examines the language of each separate section of the 
act, omitting none, and in brief and simple manner 
explains and illustrates the meaning. “Commercial 
Law,” also from the pen of Prof. Williston, is de- 


signed for the student. It compasses Contracts, 
Agency, Partnerships, Corporations, Real and Personal 
Property, Mortgages, Stock Transfers, Carriers and 
Bills of Lading, Insolvency and Bankruptcy; subjects, 
all of them, a knowledge of which is indispensable to 
the banker. Each volume contains about 300 pages, 
and is finely bound in buckram, Together they form 
a part of the curriculum of the Institute, but each is 
complete in itself, With such excellent material avail- 
able as that represented by these two valuable text 
books, not to speak of all else the Institute has pro- 
duced, why should not literally hundreds of young men 
in banks take up the study, form classes where prac- 
tical, and thus “fill each hour with what will last.” 
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FINANCES OF THE STATE OF 
CHIHUAHUA UNDER GENERAL VILLA 


An Interesting Address at the San Francisco Convention of the American Institute of 
Banking 


BY DR. DAVID BARROWS 


Professor of Political Economy in the University of 
California 

The finances of Mexico, its refinancing, must be a 
matter of importance to a body like yourselves, be- 
cause Mexico in the immediate future is going to as- 
sert a great demand for money, and that demand is 
going to be prolonged. 

In the nature of things this money, if it is to be 
supplied, must come from the United States. Foreign 
countries, other than ourselves, have in the past been 
very extensive investors in Mexico. Great Britain (in- 
cluding Canada), Germany, France and Spain have 
in recent decades put very large sums into this Re- 
public, and have underwritten its securities, but the 
present moment is one in which they are unable to con- 
tribute further; and if help in the financial reorgan- 
ization of this country is given it must naturally come 
from the United States. 

Our government at Washington assures us that 
the prospects of order and peace there are good, and 
let us hope that this is so. Let us hope that the situa- 
tion has entered upon the last phase, for the country 
and the people are close to exhaustion, and it would 
seem perhaps that they have no longer the means to 
struggle further. But if that is so, if an armistice is 
shortly to be concluded in Mexico, if there is to be 
some tentative step toward agreement, then the time 
is going to be at hand when the financing of that coun- 
try must occur. 


I do not doubt that the question has entered into 
the minds of everyone who has observed Mexico, how 
can this country go on with this prolonged warfare, 
how can life be sustained, how can armies be equipped 
and sent into the field, how can communications be 
kept open, and how can the ordinary pursuits of civil- 
ization continue. 

I cannot speak with fresh personal knowledge of 
very much of Mexico, but I can perhaps tell you some- 
thing of the economic and financial situation of a 
portion of this region, namely, that which has in re- 
cent months been dominated by General Villa This 
territory lies in the shape of a wedge, with its base 
bordering on Arizona, New Mexico and Texas. In 
the heavy fighting between the armies of Villa and Car- 
ranza that has occurred since the month of May, the 
point of that wedge has been badly splintered and the 
wedge truncated and forced backward. But the heart 
of the territory and the center of the Villa govern- 
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ment, the State of Chihuahua, remains secure in his 
possession. It is at the capital city of Chihuahua that 
the officers of Villa’s government are located, and it 
is the State of Chihuahua which has been relied upon 
to finance this northern revolution. 

One going down into Mexico expects, I think, that 
he will find the state of things anarchistic and com- 
pletely disordered. I did not find this to be true of 
the State of Chihuahua, and I traveled over a great 
deal of its territory. 


It 1s, rather, subject to a very strong military gov- 
ernment. That government, after great effort and after 
considerable shedding of blood, has succeeded in extin- 
guishing the various bands of outlaws and bandits 
who, for about two years, made life and property ex- 
tremely insecure, and it is firmly in possession to-day. 

It is, of course, military rule, but it is strong mili- 
tary rule. There is no common liberty under it, of 
course. There are no representative or constitutional 
elements in the government, but it at least operates 
smoothly. 


A: few breaches of the peace occurred while I was 
there. The Mexican Northwestern Railway suffered 
the loss of nine bridges on the day on which I was 
prepared to set out; but these were repaired and the 
bandits have been apprehended or driven across the 
frontier into the hands of our own soldiers. 


Villa has organized his central administration very 
simply. There are only three ministers, a Minister of 
Foreign Relations and Justice, one of Communication 
and Internal Government, and one of Finance and 
Promotion. These three ministers have their offices 
at Chihuahua; and in addition to those—and I call 
particular attention to it—there is the state govern- 
ment. Mexico is a Federal country, and while any 
truly national administration has for the time disap- 
peared, there still exist state governments. It is just 
as though our own national administration at Wash- 
ington had blown to pieces, but there still existed a 
government in California or New York or Massachu- 
setts, albeit a military government. These state gov- 
ernments, under military rule, but nevertheless afford- 
ing some measure of order, are the only things that 
exist in Mexico of a political kind. 

The Governor of Chihuahua at the present time 
is one of those rather uncultivated but energetic men 
who have risen to the direction of things along with 
General Villa himself, a military man, of course— 
General Avila. Avila used to be a vaquero, yet he 
is a man of intelligence, a man of powerful personality, 
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and, according to the testimony of those who have 
dealt with him, a man of courtesy and of direct dealing. 

All administration, of course, is concentrated in 
his hands. The State of Chihuahua is divided, and has 
been so for more than a century, into certain great dis- 
tricts, and at the head of each of those is a military 
officer, usually of the rank of colonel, and then in each 
little town and on each hacienda there is an officer in 
charge, a major or captain or lieutenant with a ce- 
tachment of troops, and government is administered 
through them. 

The country this summer was under a careful sys- 
tem of surveillance and espionage. It was impossible, 
at least for me, to obtain a passport from our State 
Department into Mexico. Our government did not 
want Americans going into Mexico at all, and our 
Consul at Juarez talked to me very strongly trying 
to explain that I should not go in. But an American 
who attends strictly to his own business seems to have 
no difficulty and there is very little danger, but you 
are subjected to careful surveillance. For instance, 
at Juarez I had to secure someone who would under- 
take responsibility for all I might do, and then there 
was issued a passport; but I was held up at least five 
times before getting well under way, and as you travel 
from place to place your passport must be renewed. 

These precautions were all taken, of course, ir 
anticipation of that attack from their reactionary ene 
mies, the followers of General Huerta, which they 
foresaw was coming, and which was in a way of being 
attempted last July. 

Under this system of military rule there is con- 
siderable impressive administration going on in this 
Villa territory, that is, outside of the area of actual 
combat. For instance, communications are much bet- 
ter than you would suppose. The line of Mexican 
Railway running south was in operation in Villa hands 
down to Aguas Calientes. It has been reconstructed. 
The usual light repairs and temporary “shooflies” first 
put in after its destruction had been replaced by con- 
crete culverts and good bed. The rolling stock, in 
spite of the fact that they are not in a position to 
manufacture any, was kept in good repair. 

Villa’s main arsenal is on a piece of confiscated 
property which was formerly a foundry. It has been 
fitted up for the repair of arms and the furnishing 
of munitions. I got acquainted with the man in 
charge, and he threw the place open to me and showed 
me the entire works. I was very much surprised to 
see what they had done. In the great storehouse there 
were tons and tons of well-rolled iron and steel, stand- 
ard sizes, all made out of scrap. They had just com- 
pleted a new machine shop. There were millions of 
cartridges being charged and thousands of shells; and 
I saw several of the famous seventy-five millimeter 
French guns being repaired. They cannot make them, 
but they can repair them. What they have accom- 
plished in the utilizing of their own resources in this 
way is almost Germanic in its way. 
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In the hospitals of Chihuahua thousands of 
wounded men have been cared for this summer. These 
men have been well cared for. A: hospital is a noisy 
place, full of volunteer nurses and friends of the 
wounded; it is not very neat, the floor is littered with 
fruit peelings and so on, but the wounds are clean and 
well-dressed, and patients make prompt recoveries. 

As they go out they are uniformed, and these uni- 
forms are made on the ground. The wool is confis- 
cated. It is made into cloth in the mills that the 
government is operating. Crutches are made in local 
shops. The stretchers and cots upon which the 
wounded lie are locally constructed. So are accoutre- 
ments and saddles, and a great deal of the equipment 
that goes into the vortex of war. 

There are schools in operation throughout this 
territory, packed to the doors, for Villa men are strong 
for education. They are uncultivated men themselves ; 
Villa could not read or write several years ago when 
I saw him in Madero’s army, but he is a strong advo- 
cate of public instruction for his countrymen. 

The point I want to make is that in Chihuahua 
there is a government actually in operation. It is 
military rule to be sure. Something better must take 
its place, something representative, something consti- 
tutional, less arbitrary; but, at least, there is security 
for peaceable men. The nation must take cognizance 
of the fact that order has at last been restored in 
Chihuahua, and whatever is done in Mexico this order 
must not be disturbed. 

Much speculation exists at the present time rela- 
tive to the security of property in Mexico. Now, it is 
true that the government of Villa has carried out a 
great plan of confiscation. Underlying this long dis- 
order there is a social revolution, and the “peons,” the 
humble men, want possession of the soil. 

There cannot be any doubt that in the last fifty 
years men who had possessory rights, squatter rights, 
and many towns which had communal rights to lands, 
lost those rights unjustly under the system of land 
registration which has prevailed in Mexico. This mass 
of men are bent upon restitution for themselves; and 
the great social question in Mexico is, how is their 
demand to be met? 

The revolutionsts are divided into two camps; 
there is an extreme radical camp, represented by 
Gutierrez de Lara, and an anarchistic element, under 
the leadership of Magan. These men say that the way 
to get the land is to take it. 

I came up through Chihuahua a few years ago 
with Gutierrez de Lara. He is an educated man, an 
able speaker, is able to greatly excite his auditors. He 
is the man who brought on the great strike of Cananea. 
We were discussing the social reform plans of Presi- 
dent Madero. Madero was conservative and wanted 
to get the lands back into the hands of the people 
through conservative means. De Lara was profoundly 
dissatisfied. I said to him: “You say you do not ap- 
prove of the measures of Madero. What do you pro- 
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pose to do? How are you going to get the lands into 
the hands of the actual tillers?’ He said, “I will 
tell you The other day I went out here to a hacienda 
and I made a speech, and all the men came out to 
see me and they said, ‘We are so glad you have come. 
We know you are going to give us our land.’ I said, 
‘No, I can’t give you your land. If you want your 
land you have got to take it.’ ‘Well,’ they said, ‘how 
are we going to do that?’ I said, ‘You have got to 
do three things: First, every man get a good gun; 
and, second, stop giving any portions of your corn 
and wheat to the administrator of the hacienda; and, 
third, if these owners make you any trouble, you run 
them out of the country.” That is De Lara’s way, 
and he was delighted with his propaganda. “The Mex- 
ican,” he said, “is very quick; he’ understands this 
thing very soon.” 

There is undoubtedly a great deal of this spirit 
in a population which has an extreme attachment to 
the soil, and which feels conscious of a great social 
injustice which has followed them for many genera- 
tions. 


But the real revolutionists—and this includes the 
Villa element—at the present time are not working 
toward such a result. It is true that they have con- 
fiscated a great deal of property. They have confis- 
cated the lands of such great holders as Don Luis 
Terrazas and others, and they have that property at 
the present time in their possession. [ made a con- 
siderable effort to find out just how much land the 
Terrazos family owned in Chihuahua, and how much 
had passed into the hands of the revolutionists. You 
hear all sorts of statements made, that Terrazas owned 
a half or even three-fourths of the State of Chihuahua. 
What he did own was about half of the great cattle 
haciendas; he owned at least twenty of these and 
their aggregate was at least twelve million acres. 
These great estates and a lot more which are possessed 
by the class in opposition to the revolution have all 
been seized, and they are administered by army men 
placed upon them; and the product is supposed to be 
turned in to the Villa government. Then they have 
confiscated the properties of Enrique Creel and the 
Banco Minero, a great financial institution through 
which a lot of things were formerly done, and they 
have confiscated some great stores. But a great deal 
of property in Mexico is apparently secure, at least, 
it has to. the present time been respected, and this 
covers property in the possession of foreigners or 
Americans. There has been on the part of the Villa 
government an undoubted effort to protect American 
property and property that was in neutrai or -friendly 
possession. 


When you are waging such a desperate war as 
Villa has waged with Carranza during the jast year 
or fourteen months, you necd extraordinary revenue. 
That revenue has been secured in a variety of ways. 
They have utilized the ordinary means of taxation, 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


Octoser, 1915. 


such as licenses, taxes on real p-operty and urban 
property; but, of course, those dy not produce very 
much—40,000 pesos or so in the course of a month; 
so they have been forced into extraordinary measures 
to obtain the money to keep their soldiers paid, their 
armies moving and things going. Some of these 
measures are interesting. This confiscated property 
for which they organized a central agency known as 
the oficina de biens confiscados has yielded them some- 
thing. Then they have put upon cattle a high export 
tax, amounting to ten to eightzen dollars gold a head, 
and this has brought them in a good deal of revenue, 
while, of course, it has emptied the ranges; and to- 
day you can travel over these cattle properties and 
hardly see a horn. And then they have trafficked in 
hides. The hide in Mexico is worth more than the 
meat at the oresent time. They have organized an- 
other agency in Juarez, and that has used all sorts 
of means to secure money—I mean American money, 
gold which could be used for the purpose of foreign 
purchases. ‘That agency is in charge of one of Villa’s 
brothers. One of the measures they have used which 
strikes one with considerable interest is gambling. At 
Juarez there are several gambling enterprises which 
are run by the Villa government for the express pur- 
pose of taking money from Americans. Americans go 
there in great numbers, not only men but women, and 
they play the usual games, running from faro to 
roulette, and they leave considerable money behind 
them. That money goes to swell the resources of 
Villa’s government. 


But the thing after all that they have had to rely 
upon for their extraordinary revenue has been the 


emission of paper. Now, the emission of paper un- 
supported by immediate reserves of hard money that 
wiil redeem it on demand—this performance, as you 
are all aware, is the last resource of a distracted gov- 
ernment and an empty treasury. But neither the Villa 
government, nor his opponents, have hesitated in flood- 
ing the country with paper currency. The Villa gov- 
ernment has been at it about a year, and wherever 
you go now in Villa territory you use ordinarily this 
paper currency. I thought it might be of a little in- 
terest to you if I exhibited some of these bills. Per- 
haps some of you have been discounting them. But 
here they are, a one-dollar bill, a. five-dollar bill, and 
they run up to twenty dollars. You hear great rumors 
as to how fast this paper has been emitted, and some 
extravagant rumors. I was so fortunate as to secure 
the financial reports of the Villa government down to 
the first of June. These, I believe, are honest and 
correct, and they show that during the period ending 
June 1 last the Villa government had actually emitted 
177,000,000 of this paper money. In the month of 
April they got very hard up, and the paper got low, 
so that ia that single month they emitted something 
over thirty million dollars. Now, its value—I mean 
its value across the American line at the City of El 
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* (Paso, where the exchange for American gold takes 
place—has steadily declined. It is supposed to be 
worth fifty cents; that is the promise of the note itself. 
A, year ago it was twenty-eight cents, and it traveled 
the downward path; it struck ten in January, and hung 
at ten about thirty days, and then it had a sudden slump 
to five, and it finally touched three; and when I went 
into Mexico it was selling freely at three cents. I 
took ten dollars in gold and bought 270 pesos, and 
with that I traveled and subsisted very comfortably in 
Mexico for a month. 

Let me tell you some of the things that you can 
do in Mexico at the present time for a little money. 
I traveled more than a thousand miles onsthe railroad. 
I cannot say that it was all good traveling; a great 
deal of it was on top of a freight car with the soldiers, 
but it was getting there, and that thousand miles cost 
me $1.80. One night I had the good fortune to get 
aboard a Pullman car, an old weather-beaten home- 
sick car, and that cost me $1.80 for the one night, 
because it was still being operated under the Pullman 
Company of Chicago. 

Now, the usual tendency, of course, where a gov- 
ernment emits paper of this kind, is for prices to rise; 
they rise until you will have to take a market basket 
full of paper when you go shopping to fill that basket 
with food. But the Villa government has anticipated 
that difficulty by very rigorously fixing the prices of 
the necessities of life. They have been doing this for 
many months. If you have a stock of what are con- 
sidered the necessities of life, that is, food, corn, 
frijoles or beans or coffee, you cannot hold that stock; 
you have to offer it for sale and you cannot sell it 
except at a price that the government fixes, and that 
price is very low. For instance, in July the current 
price fixed by the Villa government was five dollars 
for a hektoliter of maize. A hektoliter is an immense 
sack, and it was eight pesos for, a hektoliter of frijol, 
and corresponding prices for coffee and sugar. That 
means about fifteen cents in gold for a large sack of 
corn. That may seem very hard on the producer 
and it is; it is very discouraging for the little farmer. 
But it does keep the necessities of life within the reach 
of the common masses of the people and makes it 
possible for them to live. 

The government goes further than this. In the 
City of Chihuahua they actually sell to long lines of 
hungry, waiting people every third day a certain amount 
of corn, five liters, for the very insignificant sum of 
twenty-five cents in paper; and anyone who comes with 
a ticket from the Commissary of Police can buy this 
and have enough for the immediate subsistence of the 
family. 

More than this, all the meat is in the hands of the 
government and is a government monopoly. Its price 

eis fixed everywhere throughout~the country, and it 
is fixed very low. Its actual cost is less than one- 
third of a cent American a pound. Chihuahua has 
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been a great cattle country, and these confiscated cattle 
estates have furnished abundance of animals. 

Thus this Villa policy has had the effect of pre- 
venting that distress and famine in Chihuahua which 
has become chronic in other parts of Mexico. But, 
of course, it is fatal to sound finance; it is eventually 
fatal to the pragress and productivity of the country. 

I think that if Mexico is to be reconstituted finan- 
cially it must have a great deal of money—an immense 
sum. I am not speaking at all with exactitude, but 
I should say that there is needed at least one hun- 
dred million dollars in the form of government loans 
to merely re-establish order there, to make it possible 
for the government to perform its ordinary functions 
of protection, to open up comfnunications again, and 
to care for the destitution which in parts of Mexico 
is extremely acute. 

Now, besides that, it will take some money to re- 
deem this paper currency, not only that issued by 
Villa, but that issued by Carranza and other govern- 
ments. If that is done, and it probably ought to be 
cone because it is in the hands of the people, and it 
is the common people and those less able to bear such 
loss who will suffer if it is not; I think it need not 
be redeemed at its face value but that it could be taken 
in by the government, under judicious management, at 
its current value. For instance, let us assume that the 
Villa government has issued by this date two hundred 
million pesos, and its current value is four cents. That 
only means eight, million dollars. To the repayment 
of this money the credit of Chihuahua is pledged. 
Every one of these bills reads that the State of Chi- 
huahua will make this return. For Chihuahua eight 
million dollars is a bagatelle. It is an enormously rich 
state. A single mine has yielded nine hundred mil- 
lion dollars; and it has other great mines of this char- 
acter. I repeat that etght million dollars is for 
Chihuahua a trifling amount, and yet that sum would 
restore the credit of the state and, if applied to peace- 
ful ends, reconstruct the government and make pos- 
sible protection for property and for life. 


It seems to me that in the reconstructing and re- 
financing of Mexico the beginning must be made with 
individual states. That is the form which help must 
take if it is to have an early consummation. The task 
of re-establishing national government in Mexico, of 
bringing the Mexicans together and uniting them, is 
going to_be very slow and very difficult. My own 
feeling is that it is possible for our government to 
get the Mexicans together again, but it might have 
good success in keeping them apart. It should say to 
these warring leaders, each one of whom has a certain 
territory wholly or mainly in his control, “Stay in your 
place and do not fight any more; stay where you are 
and give your attention to the relief and restoration 
of that country of which you are the de facto gov- 
ernment”—for instance, let our government say to 
Villa, “Do not make any more attacks upon Monterey; 
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leave Monterey alone, because we recognize that is in 
the possession and control of Carranza; all stay at 
home now, and keep apart for a time until your pas- 
sions are sufficiently cooled and enough time has 
elapsed, so that you can come together in a national 
conference that will perhaps have some prospects of 
restoring nationality to your distracted country.” For 
the present if our government is not to pursue an 
unrealizable plan it must deal with these state govern- 
ments. 

As for assurance for the repayment of financial 
aid to these states, if our national government would 
go so far to take cognizance of the matter, there is 
not the slightest question but that such a state as 
Chihuahua after a few years of peace could repay 
any necessary loan. It seems to me that the refinanc- 
ing of Mexico will come about in some such way. It 
will come about through government cognizante of 
loans made to state governments and in such quantities 
as the states can easily carry. 

In closing I want to say just one word as to why 
I believe Mexico is extremely important to us. There 
are two aspects. It is important to us in the first place 
in the economic sense. Here is a great country lying 
in the Tropics. It has every variety of climate and 
physiographic feature. It contributes largely to the 
world’s supply of raw material and food. The Amer- 
ican nation needs new accessible sources of food and of 
raw material, and the absolute suspension of all pro- 
ductivity in Mexico is a serious thing to us economical- 
ly. Mexico is perhaps the most highly mineralized 
country under the sun. Its mines have not only sup- 
ported Mexico but outside countries as well for hun- 
dreds of years. The empire of Spain, which extended 
all over the new world, was always financed in large 
part by money from the mines of Mexico. It was 
Mexican money that built the great fortifications at the 
entrance of Havana harbor; they were built with a 
Mexican subsidy. Cuba was regularly subsidized by 
Mexico, and so were Venezuela and the Philippines 
and other possessions of the Spanish Empire. Mexico 
is a country of inexhaustible wealth in which, it must 
be said, the Mexican people have never sufficiently par- 
ticipated. Mexico is of such vast economic importance 
to this country that our interest there cannot be denied 
or ignored. 

And there is another thing: We are wont to look 
upon these peoples of Spanish descent with a very 
considerable measure of disdain. We say to ourselves 
that these peoples need us badly. They do. They need 
certain American qualities as we possess them. But 
they, too, have gifts and qualities which we need, and 


I am quite as much interested in the reciprocal influ- 
ence of Mexico upon us as in our influence on them. 
American people are too little imaginative, too little 
endowed artistically, have too little of that splendid 
fire and spirit which characterize the southern races. 
Mexico can supply that. The Mexican is a race with a 
very high artistic endowment that runs down into the 
lower classes of the people. When a Mexican sets 
out to construct a building, he instinctively gets the 
proportions correct; it is a beautiful thing; and if he 
stops a little to add adornment it is still more beau- 
tiful. It embodies the historic associations of long 
generations of men who tried to add to the beauty of 
the world. Mexico is covered with the most distin- 
guished buildings and structures on this Continent. 
The City of Mexico, which has suffered such frightful 
distress in recent months, is, to my mind, the most 
beautiful city in America. I dread to see it demolished 
and despoiled. 

In the little town of Iraquato in Mexico are some 
of the most splendid art treasures of the New World, 
left there by one of the geniuses of the American Con- 
tinent, an artist, sculptor and architect of the highest 
talent, who lavished all his endowment upon that little 
town. Its three churches today are works of art, and 
they are hung and decorated with the beautiful products 
of his brush and hand. 

Let me give you another illustration as I close: 
As you go about through this state what will you see? 
You will see thousands of buildings here which are 
attempts at the mission style of architecture. The 
California mission has had an extraordinary influence 
upon us in California, extraordinary, because they were, 
comparatively speaking, such poor things; they were 
just frontier churches. The Spaniard was here only 
three or four decades, and he did not have time to do 
much. He sent here a few missionaries and soldiers. 
He founded a few presidios and a line of missions, 
but there was no opportunity for him to do what he 
did in Mexico; and yet see how his poor achievements 
here have inspired our imagination, and how greatly 
they have enriched our architecture and our life. And 
I believe that when the full impression of Spanish- 
American civilization is made upon the American na- 
tion we will grow thereby; we will see that there is 
a civilization which has things which we require that 
will make our life better, and perhaps a little less 
materialistic and more idealistic. And it is for the 
reason that I think Mexican civilization is so great and 
magnificent a thing that I do not believe it is a matter 
of small concern to the American nation to see it 
destroyed. 
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RESOLVED, that, in view of the changes that have been suggested from time to time for improvement of 
the Journal-Bulletin, and in keeping with the determination to maintain such publication on the highest 
standard, the Educational Director be and hereby is instructed to edit all communications submitted for 


publication to conform with the established policy of the Journal-Bulletin.— Resolution 


Executive Council, 


ALBANY 
By J. Raymond Roos 

After the August meeting of the Board of Direc- 
tors the following committees were appointed by Presi- 
dent Godfrey J. Smith for the coming year. Educational 
Committee—John C. O’Bryne, chairman; Frank E. 
Sheary, Mills Ten Eyck, Halsey W. Snow, Jr., and Clif- 
ford Beckett. Membership Committee—Frank H. Will- 
iams, chairman; Samuel Applebaum, Arthur Koch and 
Albert Kelley. Finance Committee—Henry B. Rockwell, 
chairman; Winfield E. S. Teator and Addison Kein. 
Publicity Committee—Thomas V. Wilkinson, chairman ; 
A. J. Riegel and J. Raymond Roos. 

Our first regular meeting was held Thursday evening, 
September 23, and was devoted to discussing plans for 
the coming year. Organization of our law forum and 
public speaking classes seemed to be first in the minds 
of those present. Godfrey J. Smith, our President, made 
a few timely remarks in regard to the progress and 
future of the Chapter, in the course of which he espe- 
cially commended the work which the several commit- 
tees have accomplished. They have practically com- 
pleted a program for the year which they feel sure will 
appeal to all our members as the most interesting we 
have yet attempted. Our regular meetings will come, 
as usual, on the third Thursday of each month and will 
consist of papers and debates by Chapter members and 
addresses by prominent men, while the law lectures will 
be held on the first, second and fourth Thursdays. 

Mills Ten Eyck, of the Educational Committee, an- 
nounced that the committee has secured the services of 
Lewis R. Parker as instructor for the law course. Mr. 
Parker is one of the most prominent lawyers in our 
city and a member of high standing in the New York 
State Bar Association. He is also a member of the 
faculty of the Albany Law School.. This will be Mr. 
Parker’s second season as instructor in the law course 
for the Albany Chapter. Through the courtesy of the 
National Commercial Bank and New York State Na- 
tional Bank arrangements have been made whereby we 
can continue holding our monthly meetings and weekly 
lectures in their rooms. 


BALTIMORE 
By Hilary W. Lucke 


Baltimore Chapter will open its season of activities 
on the evening of October 14. A feature of the meet- 
ing will be the presentation of Institute certificates to 
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the men who successfully completed the study courses 
last year. The presentation of these certificates in 
public is a new idea with Baltimore Chapter, and its 
officers feel that it will be a means of encouraging some 
of the younger men to enroll in the study courses, as 
well as an additional recognition of the efforts of the 
ambitious bank clerk. 

The Educational Committee has arranged an at- 
tractive schedule for the coming year. Edwin T. Dick- 
erson, secretary-treasurer of the University of Mary- 
land Law School, will have charge of the course in 
commercial law, and a plan is under way whereby we 
hope to conduct a series of lectures on “Credits” and 
“Bonds and Investments.” Several of Baltimore’s lead- 
ing men in these lines have been secured to deliver the 
lectures and we are counting on them to bring out 
some of the older Chapter men and to make them inter- 
ested in Institute work. Talks on other subjects will be 
given by prominent men throughout the year. No class 
in banking will be. started until the new text-books have 
been completed. 

Two more Baltimore Chapter men have obtained 
recognition by being appointed assistant cashiers of 
their respective banks, Clifton K. Wells, of the First 
National Bank and ‘H. Clarke Jones of the Baltimore 
Commercial Bank. 

The news of the election of our President, C. Le- 
land Getz, to the Executive Council of the Institute 
was received with much pleasure and gratification by 
the members of Baltimore Chapter. 


BOSTON 
By Robert B. Locke 


Boston Chapter desires to express its grateful ap- 
preciation to the various Chapters throughout the coun- 
try for the cordial reception accorded its candidate for 
the national Presidency and for the splendid feeling 
of confidence in the ability of Robert H. Bean expressed 
through his unanimous election. 

The Boston delegation to the convention, which in- 
cluded the President, two vice-presidents and two past 
presidents, returned filled with enthusiasm and ready 
for the hard work of the coming year. Our program 
includes the regular course in banking, an elementary 
course in the same subject* for the younger members, 
post-graduate study of the present international finan- 
cial situation, factory trips and our usual monthly din- 
ner meetings at the Boston City Club. 
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BUFFALO 
By Lawrence H. Geser 

An executive meeting was held September 9 and 
general plans were completed for the coming year. Our 
opening meeting will be held in the Central Y. M. C. A. 
Wednesday evening, October 6, and we have been for- 
tunate in obtaining for our principal speaker J. M. 
Satterfield, vice-president of the American Savings 
Bank of this city. 

The Forum, under the leadership of James Rattray, 
will take up the revised New York state banking law 
and the Federal Reserve Act, dwelling in particular on 
the practical application of these laws by our local 
banks. William B. Frye, trust officer of the Common- 
wealth Trust Company and a member of our Executive 
Committee, has consented to conduct a law class this 
year, and we consider ourselves extremely fortunate in 
securing a lawyer of Mr. Frye’s ability to take charge 
of this class. The public speaking class will take a 
year’s course in logic and advanced English under the 
tutorship of a competent instructor. Should a sufficient 
number of the younger bank clerks be interested to 
warrant the organization of an elementary banking 
class one will be organized and will use as a text- 
book “Elementary Banking,” by O. Howard Wolfe. 

Permanent quarters have been arranged at 303 
Marine National Bank building. This room is spacious, 
well adapted to our needs and will be accessible to mem- 
bers at all times. Our House Committee is now busily 
engaged in equipping the room with furnishings. This 
new feature will doubtless prove a great boon to the 
Chapter, as our library can now be enlarged and placed 
in our new quarters at the disposal of Chapter members. 

Our first industrial trip has been scheduled for 
October 12, on which date we will visit the immense 
plant of the Pierce-Arrow Motor Car Company. Last 
year these trips served as a pleasant digression from 
our regular work and at the same time gave us a better 
insight into what our local manufacturers are doing 

That the bank men of Buffalo and neighboring 
towns are beginning to realize the benefits to be derived 
by participating in the work of Buffalo Chapter is quite 
perceptible, as they are exhibiting an extraordinary in- 
terest in the Chapter at the present time. 


DAYTON 
By L. F. Waitzman 

At the meeting of Dayton Chapter, September 8, 
Mr. Bucher, chairman of the Educational Committee, an- 
nounced the completion of his plans for the educational 
classes this season. An able teacher has been secured 
to teach commercial law and negotiable instruments as 
prescribed by the Institute. The classes will open on 
Friday evening, October 1, and a large number of the 
members have already announced their intention to at- 
tend throughout the season. 


357 


JACKSONVILLE 
By J. E. Stephenson 

The opening meeting of Jacksonville Chapter was 
held in the banquet hall of the Chamber of Commerce 
on the night of September 17. On this occasion a 
goodly number of old Chapter veterans were present, 
together with quite a sprinkling of new members, and 
a pleasant evening was spent in hearing the two dele- 
gates Lo the San Francisco convention recount their ex- 
periences and in arranging plans to make the coming 
study course a big success from every standpoint. 

We are fortunate in having secured the consent 
of George A. Stephens, J.P., to act as instructor for 
the commercial law class. His thorough familiarity 
with the subject enables him to quote anecdotes and 
illustrations from his own practical experience in such 
a way as to make it easy for the listener to grasp the 
ideas advanced. That his efforts are appreciated is best 
evidenced by the fact that since the law course was 
commenced over twenty new members have been ad- 
mitted in the Chapter. 


LOS ANGELES 
By E. G. McWilliam 

The Educational Committee of Los Angeles Chap- 
ter presents the following outline, covering the course of 
study to be given during the season of 1915-16: After 
careful investigation the committee has decided to offer 
for this year the Institute course in commercial law, 
including negotiable instruments. Realizing that our 
men desire a course that will be of greatest practical 
value in their every-day work, we have secured the co- 
operation of the University of Southern California Law 
School, whose reputation is well known. Class will be 
started Friday night, September 24, 1915, at 7.45 o'clock, 
in the Tajo building, First Street and Broadway, at the 
Law School. The class will only require one night each 
week. The university, having. in mind our practical 
needs, has outlined the following course of lectures: 

Contracts—1, The formal parts thereof; 2, Consid- 
eration; 3, Capacity of parties; 4, The Statute of 
Frauds; 5, The operation thereof; 6, Termination or 
extinguishment ; 7, Agency; 8, Guaranty and suretyship. 

Bills and Notes—9, Origin of negotiability; 10, 
Requisites of bills; 11, Requisites of promissory notes; 
12, Acceptance of bills; 13, Indorsement; 14, Indorse- 
ment; 15, Liability of parties to bills; 16, Liability of 
parties to notes; 17, Transfer of paper; 18, Defenses; 
19, Defenses; 20, Bona fide purchasers; 21, Necessary 
facts to prove in court proceedings; 22, Presentment, 
dishonor, protest and notice; 23, Presentment, dishonor, 
protest and notice ; 24, Checks; 25-30, inc., The applica- 
tion of the rules and code to actual cases, including 
hypothetical statements of facts and actually reported 
cases. 

Clair S. Tappaan, who is a prominent practicing at- 
torney and professor at the Law School, will conduct - 
the course. The university will give to our class free 
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access to their law library of 7,000 volumes, together 
with codes and California cases. 

The total cost of text-books will not exceed $2, and 
because of the financial assistance which we are guar- 
anteed by the Los Angeles Clearing ‘House Association, 
the Chapter offers the course for the sum of $5, cover- 
ing full cost of instruction, which amount will be re- 
funded to members, as follows: 

Realizing that attendance is an important item in 
the success of our class, those attending ninety per cent. 
of the lectures will receive a rebate of the full amount 
of this tuition fee, and those attending seventy-five per 
cent., one-half of the fee. 

The enrolment for this course has already been 
very heavy, upwards of 100 men having signed enrol- 
ment cards. It is confidently expected that at least 150 
will take the course, which will necessitate using two 
evenings each week in order that all may receive proper 
attention. 

The first meeting, mentioned above, will take the 
form of a “get together” night and will be addressed by 
Stoddard Jess, vice-president of the First National 
Bank; ‘Clair S. Tappaan, who will instruct the class, and 
Fred C. Bold, of the Farmers & Merchants National 
Bank, who will make a report for the delegation which 
attended the San Francisco convention. 

The membership of Los Angeles Chapter is increas- 
ing very rapidly, rew members being added each day, 
following the distribution of our announcements. 

These announcements are the result of suggestions 
received from a number of eastern ‘Chapters, and our 
President, W. H. Thomson, of the National Bank of 
California, will be most happy to send a copy to any 
who desire one. 

Due to Mr. Thomson’s indefatigable enerigy, backed 
by an earnest Educational Committee, Los Angeles 
Chapter confidently expects to produce nearly 100 men 
who have successfully completed its first year’s course 
at the end of the season. 


MILWAUKEE 
By Herbert G. Zahn 

The event of the A. I. B. convention particularly 
pleasing to Milwaukee Chapter was the election of 
James H. Daggett as Vice-President. Tltis action we 
regard in the nature of a double tribute: as an honor 
fittingly bestowed upon a man who has been actively 
interested in Institute matters for many years and who 
has given much of his time and effort to further the 
purposes of the A. I. B., and also as an honor to Mil- 
waukee Chapter in so far as one of our most active 
members has been selected to serve on the governing 
board of the national organization. 

This year’s Chapter activities will be opened by a 
“get together” smoker, to be held the evening of Octo- 
ber 8. The Milwaukee delegates to the San Francisco 
convention will make a report on the different phases of 


358 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


VoL. 8 No, 4. 


that gathering and incidentally will relate some of their 
experiences and impressions received on their trip. 

The educational program of the year will be started 
as usual by the law class on October 11 and will be con- 
ducted by A. B. Houghton, a Milwaukee attorney. The 
new Institute book on commercial law will serve as a 
basis for Mr. Houghton’s lectures. As a novel educa- 
tional feature Milwaukee Chapter expects to have a 
class in public speaking. 


MINNEAPOLIS 


By C. H. Rose 

Many delegates who represented eastern Chapters 
at the San Francisco convention passed through Min- 
neapolis on their way home and some of them were in- 
duced to stop over here for a day. On the evening of 
August 31 a dinner was given for them at the Min- 
‘neapolis Athletic Club, and the following day trips 
through the flour mills, out to the new Speedway and 
automobile rides around the city were arranged for. 

On September 14 we had the pleasure of entertain- 
ing R. H. Bean, our newly elected national President, 
as he was passing through on his way home from the 
Seattle convention. During the day he met the officials 
of the city banks, all of whom assured him of their 
interest in the Institute’s welfare. Following an auto- 
mobile ride around the city, a dinner was tendered in 
his honor at which there were present the officers and 
executive committee of the Chapter and representative 
officials from the principal banks. Mr. Bean spoke 
briefly of the A. I. B. and A. B. A. conventions and 
outlined the plans of the Institute for the coming year 
in such a manner that those present went away with a 
very comprehensive idea of the work the Institute is 
carrying on. The bank officers present were particu- 
larly enthusiastic, especially about the program outlined 
for the Public Affairs Committee and the scholarship 
in foreign banking offered by the National City Bank 
of New York. 

The work of organizing the committees for this 
year has been practically completed and they comprise 
the most active and efficient members of the Chapter. 
The Educational Committee, under L. T. Banks, reports 
that the Chapter will soon be well started on another 
year of educational activity. Our work this year, as 
formerly, will be conducted in co-operation with the 
University of Minnesota, three classes having been pro- 
vided for in banking practice, law and economics. J. F. 
Sinclair, our instructor in the law class, has entered the 
banking field and is therefore especially qualified for 
this work. J. F. Ebersole and G. A. Gesell, instructors 
in the banking practice and economics classes, have been 
identified with the extension division of the university 
for a number of years, the former having had some 
practical banking experience as well. In addition to 
these courses, classes in accounting, business English, 
commercial Spanish and public speaking have been ar- 
ranged for, and these are interesting a number of our 
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members, particularly those who have received the Insti- 
tute certificate. The Minneapolis banks are taking great 
interest in the Chapter’s educational work and some in- 
stitutions are paying the tuition for their employes who 
enroll in these classes. The new law text books have 
met with very general approval and are to be used in 
our law class, the members finding them very much 
more satisfactory than the pamphlets formerly issued. 

L. R. Swett, chairman of the Membership Commit- 
tee, reports that they are working to increase the num- 
ber of members in the Chapter to 500 by the end of this 
year. In addition to canvassing the commercial banks 
of the city, special efforts are to be made to secure men 
from the investment and commercials houses and in the 
banks in suburban towns within reach of Minneapolis. 

T. L. Lee, of our Publicity Committee, in addition 
to securing considerable newspaper publicity, is planning 
on following the lead of other Chapters and publishing 
a Chapter paper. If present plans work out we will 
have a four-page paper devoted exclusively to local and 
national A. I. B. news and announcements of our 
classes and meetings, with possibly an article by some 
prominent banker touching on some phase of the Insti- 
tute’s work featuring each issue. 

The Public Affairs Committee, a new one this year, 
is under the direction of C. B. Brombach, our last year’s 
President, and while their plans are not complete, they 
will see to it that Minneapolis Chapter does its part in 
promoting the thrift campaign outlined by the Savings 


Bank Section. This co-operation is made easier by the 
fact that N. F. Hawley, the President of that Section. 
is an active member of our organization. 

On September 28 our first monthly dinner meeting 
of the year was held at Dayton’s Tea Rooms, which was 


attended by about 225 members and friends. Reports 
from the San Francisco convention were given by W. 
J. Tobin, C. E. Searle and our President. The oppor- 
tunity for making friends, the wonderful entertainment, 
as well as the practical help received at the convention 
and in the contact with other Chapter men, were pointed 
out to us very clearly and the indications are that there 
will be a warm fight for places on the delegation to 
Cincinnati in 1916. The chairman of the different com- 
mittees outlined their plans, and, judging by their re- 
ception, are to have the hearty co-operation of every 
Chapter member. Several bank officers spoke, indorsing 
the educational work, and at the close registrations were 
made for the various classes. 


NEW ORLEANS 
By Norbert B. Hinckley 

The Board of Consuls, of which C. M. Pasquier, of 
the Metropolitan Bank, is chairman, is more than busy 
these days. The slogan of this committee is, “Three 
hundred and fifty strong by November 1.” 

Roger Brady, chairman of the public speaking class, 
is busy telling the members of the innumerable advan- 
tages they will derive by joining this class. 
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The committee on public affairs expects to accom- 
plish a great deal this year in the way of enlightening 
the public on banking methods and the part the bank 
plays in the development of the community. 

New Orleans Chapter was recently elected to hon- 
orary membership in the Louisiana Bankers Association. 

Our educational tours into the industrial section 
have proven quite popular and very instructive. Our 
last trip was up to the water purification plant. This 
plant is municipally owned and is considered the most 
modern of its kind in the world. 


NEW YORK 
By H. R. Kinsey 

New York Chapter, in co-operation with the Co- 
lumbia University department of extension teaching, 
will offer to its members this year a decided improve- 
ment in the handling of our study courses. While we 
have felt in the past that our efforts along these lines 
were of a very high standing, the many advantages 
occurring to our students by this new departure will, we 
are certain, raise our work to a still higher level. The 
credit for this decided improvement is due to our Edu- 
cational Committee, under the chairmanship of James B. 
Birmingham. This committee, in co-operation with Co- 
lumbia University, has used especial care in the selec- 
tion of instructors for these courses, holding as the 
greatest essential practical banking knowledge combined 
with teaching ability, so that the most effective results 
may be realized. 

ADMISSI0N.—No examination is required for admis- 
sion to the courses, but members registering for the 
standard course of two years must have completed a 
full four-year high school course and must have had 
in addition thereto two years’ experience in banking, 
or other experience and education sufficient to satisfy 
the Educational Committee that they can pursue the 
course with advantage. For those who have had less 
than the required amount of education and experience 
to register for the standard course there is provided an 
elementary course of one year, the satisfactory comple- 
tion of which, together with two years’ experience in 
banking, will qualify them for the standard course. 

STanparp Course.—The standard course is made up 
of two divisions, standard banking and standard law, 
which must be taken in order of naming, one full aca- 
demic year being required for each division. Members 
registering for the class in standard law must have com- 
pleted the work of the class in standard banking, or its 
equivalent. 

The topics covered by each division are, briefly, as 
follows: 

‘Standard Banking—Economics and banking history. 
Practical banking, including bank organization and ads, 
ministration, trust company functions, loans and credits, 
law of bankruptcy, and investments. , 

Standard Law—Contracts, negotiable instruments, 
associations, corporations, agency and bailments. 
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ELEMENTARY Course.—This course, or its equivalent, 
is prerequisite for students of the standard course. It 
is designed particularly for beginners in banking. Young 
men who have had less than two years’ experience in 
a bank have little if any opportunity to know the im- 
portance of the work which they are doing and the 
discouragement which is incidental to the groping 
methods which the majority of them must use to suc- 
ceed is often the reason for the lack of progress that is 
experienced by them. This course will explain many of 
the difficulties and should assist to awaken an increased 
interest in work which at best seems merely mechanical. 

The topics covered are: Elementary economics, 
elements of practical banking, business English. 

Fees.—In addition to an annual registration fee of 
$1, each student of the standard and elementary courses 
will be charged as per the following schedule. These 
charges include the annual membership-dues, amounting 
to $4: Standard banking, full course charge, $10, pay- 
able $5 each half year; Standard law, $10, $5 each half 
year ; elementary, $5, $2.50 each half year. 

Fees must be paid in advance at the time of each 
registration. Members having paid dues in advance will 
be credited accordingly. 

EtectivE Coursrs.—Members of the Chapter not 
registered in either the standard banking or elementary 
courses may take the following courses. A charge of 
$10 will be made to each student entering either course: 
Foreign exchange, bank accounting. 

SpEciAL CoursEes.—In answer to requests from many 
of our members, classes in Spanish and public speaking 
will be organized. The charges in each case will depend 
upon the size of the classes, and in any event will not 
exceed $8 per student. During the second half year 
Mr. Ellsworth, of the Guaranty Trust Company, will 
deliver a series of six lectures on “Bank Advertising,” 
for which there will be no charge. These courses are 
open to all members. 


GrapuaTe Courses.—In accordance with the sylla- 
bus of the American Institute of Banking, a course con- 
sisting of outside reading and discussions will be estab- 
lished for holders of the Institute certificate and mem- 
bers who have had ten years’ banking experience. There 
will be fourteen meetings throughout the year. 

Forum.—On alternate Wednesday evenings, begin- 
ning with October 6, the regular Chapter forum for the 
discussion and consideration of modern banking prob- 
lems and systems will be held at the Chapter rooms. 
The forum is open to all members and will be particu- 
larly interesting to bank officers and those who are 
holding executive positions. 

Also on alternate Wednesday evenings, beginning 
October 13, the savings bank forum will hold a series 
of‘meetings, which all members of the Chapter are in- 
vited to attend. It is planned to cover in detail the 
work of the various departments of savings banks. 

Vice-Presipent Minor.—One of the best pieces of 
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news which comes to our attention is the election on 
September 16 of Charles F. Minor to the vice-presi- 
dency of the Columbia Trust Company. Mr. Minor 
was president of New York Chapter for the season of 
1909-1910 and has been through all his connection with 
New York Chapter one of our heartiest workers. As a 
young man, after a few years’ experience as a private 
secretary, he entered the employ of the Knickerbocker 
Trust Company as clerk. In July, 1900, he became as- 
sistant cashier of the Washington Bank. In February, 
1903, when the above bank was taken over by the 
Knickerbocker Trust Company as its Bronx branch, he 
was mace its assistant manager. In 1911 he was ad- 
vanced to the position of manager of the branch and 
subsequently was given charge in addition thereto of 
the Harlem office. By his new position he will be in 
executive charge of both offices. Mr. Minor is of the 
progressive type of young banker and his painstaking 
methods and genial personality have won for him the 
hearty good will and moral support of the representa- 
tive business men of Harlem and the Bronx. Mr. 
Minor enters upon his new duties with the best wishes 
of his friends in New York Chapter, as well as those 
in sister Chapters throughout the country. 


OAKLAND 
By Doremus P. Scudder 

Oakland Chapter class in Part II. of the Institute 
study course will be conducted by John U. Calkins, Jr., 
a graduate of the University of California and a prac- 
ticing attorney of Oakland. His former successes in 
this subject assure a most interesting and profitable 
course. 

Realizing future possibilities and the proximity of 
California to Mexico and to Central and South Amer- 
ica, the Educational Committee has introduced Spanish 
as astudy. Enough have signed up to assure one class 
and there are indications that another will have to be 
formed. 


PHILADELPHIA 
By William A. Nickert 
The delegates who represented_ Philadelphia at the 
annual convention in San Francisco have returned from 
the Pacific ‘Coast filled with admiration for the “Great 
West” and with the highest praise for the hospitality 
of the various cities visited en route, the manner in 
which the San Francisco boys handled the convention 


_and the expositions at San Diego and San Francisco. 


They were also loud in their praises of the excellent 
transportation arrangements under the direction of 
Chairman Jackson of Chicago Chapter. 

The Educational Committee has mapped out an ex- 
cellent program. It has been the custom in Philadelphia 
Chapter, based upon our experience, to alternate the 


” standard courses of study, giving banking one year and 


law the next. Inasmuch as it is entirely feasible for a 
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new man entering to take either course, we are assured 
each year of a sufficient number of interested men, in- 
cluding the one credit men, to make the class a success. 
This year law will be given. This course will be divided 
into two sections of twenty-five evenings each, one to 
cover contracts, corporations, agency, bailments, etc., 
and the second section to cover the law of negotiable 
instruments. The first section will be under the direc- 
tion of Paxson Deeter, of the Philadelphia Bar, and 
the second section, the negotiable instruments class, will 
be under the direction of W. W. Allen, Jr., who special- 
izes in this subject. The Chapter also offers a course 
in business English and public speaking with a com- 
petent instructor. 

The debate section, the excellent work of which is 
well known throughout the Institute, will be under the 


leadership of W. W. Allen, Jr., and a strong committee, — 


who have been fortunate in securing the services of 
Samuel B. Scott, a member of the Pennsylvania State 
Legislature, and a debater of reputation. Mr. Scott will 
endeavor to train several teams to compete in the Inter- 
City Debates this winter with New York, Baltimore, 
Pittsburgh, Scranton, and perhaps Washington, and it 
is confidently expected, by reason of the victories gained 
during the season, that this Chapter will be selected to 
take part in the Institute debate at the Cincinnati con- 
vention. 


The post-graduate work, in charge of Past Presi- 
dent F. C. Eves, expects an interesting and successful 
season. We have secured the services of Dr. E. M. 
Patterson, of the University of Pennsylvania, who has 
planned a program from the Institute syllabus, and the 
program as recommended by the National Post-Grad- 
uate Committee will be followed this year. 

The members’ nights, which were so successful last 
year, will be continued under the leadership of C. W. 
Fenninger. The program will consist of a series of 
meetings conducted in the form of a symposium, under 
a competent leader. Ample opportunity is given for 
open discussion on the part of the members, and a 
frank interchange of views will be in order. Believing 
that other Chapters will be interested in the subjects to 
be discussed, an outline of topics is herewith given: 

October 22.—The Federal Reserve Bank; an exposi- 
tion of its methods; Division of Work, Accounting, Col- 
lections. 


November 19.—Reserves, National and State Banks, 
Trust Companies; Calculation, Maintenance, Shifting 
of Reserve Funds Between ‘Banks—at Home, Other 
Cities; Rediscounts—Their Effects. 

December 17—Theory and Practice of Routing 
Checks; Pro and Con of Our Collection Experience ; 
Evolution of Transit Department; Accounting; Phys- 
ical Methods of Handling Items; Checking Up Ex- 
change Charges, Cash and Collection Items; Actual 
Money Cost; Outstanding Time; Methods of Watching 
Time in Transit; Interest—Incoming, Outgoing—How 
It Is Checked Up. 
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January 21—Loan Department; Construction, 
Methods, Discounts ; Loans—Time, Demand, Collateral ; 
Acceptances—Relation to Credit Department. 

February 18.—Investments; Bank—Commercial 
Paper, Bonds, Other Forms; Trust Company ; Company 
Investments, Bonds, Notes; Fiduciary Investments; 
Real Estate, Mortgages, Bonds, Stocks; Methods of 
Recording; Methods of Watching. 

David Craig will again have charge of the public 
affairs work, which had a successful inauguration last 
year. A number of Chapter men have signified their 
willingness to deliver talks upon banking subjects, in- 
cluding the functions exercised by the different kinds 
of banks, “Thrift” and “The Federal Reserve Act.” A 
course of lectures will be given at the Central branch 
of the Y. M. C. A. and members of the committee will 
be willing at any time to deliver their talks before 
schools and clubs. With the experience gained last year, 
there is reason to believe that the work of this com- 
mittee will be better than ever and the real value of 
the Chapter as an educational organization will be. 
demonstrated in a practical way. 


ROCHESTER 
By Harry L. Edgerton 

The educational work of the Chapter will begin on 
the evening of October 7 with the organization meeting 
of the commercial law and negotiable instruments class. 
We have been fortunate in securing the services of 
George S. Van Schaick, who has so ably conducted the 
class in the past. 

There has been arranged a class for the study of 
investments under the leadership of Harold D. Bentley, 
with the Guaranty Trust Company of New York. We 
feel that this class will be of great benefit to older men 
in the banks, and also to junior officers. 

We will have a class in business English and public 
address, which will be conducted by one of the well- 
known instructors of the University of Rochester. It 
is proposed to use this class as a feeder to our debating 
class and to lend what assistance we may to the thrift 
campaign. 

We will also continue our factory visits, which 
proved so interesting last year, and a series of informal 
dinners, with addresses .on financial subjects by men of 
authority. 


SACRAMENTO 
By Harlan Fowler 
Sacramento Chapter has started three study classes, 
with a total enrolment of seventy students. The first 
class gathered on the 15th of September. There are 
two classes studying the course in banking and one class 
is taking up law. The graduates of the complete bank- 
ing and law course expect to take up debating and forum 
work. This would give us a total number of approxi- 
mately eighty-five students who are taking advantage of 
the splendid courses prescribed for them. For a mem- 
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bership of 135 this is a very good showing. This is the 
third year of our class work. 

The ‘Capital National Bank is soon to be established 
in its new seven-story fireproof building, and in its de- 
sire to foster the work of the Chapter it has freely 
given the members the privilege to use the basement of 
its new building. The floor space will be more than 
2,400 square feet in area. Shower baths will be in- 
stalled and the room fitted up with conveniences that 
make a pleasant study and club room. 


 $T. LOUIS 
By John ¥V. Keely 
St. Louis Chapter had its opening meeting on Sep- 

tember 28, 1915, at the Mercantile Club. The president 
has appointed many committees and everyone is hustling 
to make this a banner year. It is the intention of the 
Board of Governors to try to double its membership 
this year. There will be three classes—law, banking 
and the forum, 


SAN FRANCISCO 
By E. V. Krick 

Immediately following the busy convention days in 
August, those in charge of our educational work al- 
lowed themselves no rest from their vigorous activities. 
Within a month they perfected an educational propa- 
ganda for 1915-1916, which offers the most compre- 
hensive and diversified opportunities for study ever at- 
tempted in the history of our ‘Chapter. 

That such is the case is evinced by the large enrol- 
ment in the various classes. Our bank men are recog- 
nizing the valuable opportunities offered and are quite 
disposed to make the most of them. The attendance at 
the classes already started and the interest shown give 
promise of a wonderfully successful year. 

Our Chapter has again established lecture courses in 
law and banking and finance. -While we realize the 
value of the suggestion of the Board of Regents of the 
Institute that the banking and finance course be omitted 
this year, due to lack of text-books, yet with sixty of 
our members anxious to proceed with this course under 
the extension division of the University of California 
we feel fully warranted in continuing the course this 
year. 

Dr. Ira B.-Cross, of the University of California, is 
conducting the class in banking and finance. Dr. Cross 
comes to us as a new lecturer and upon high recom- 
mendations as a man eminently qualified to present the 
subjects to our members. He will devote considerable 
attention to the Federal reserve system and changes in 
the California Bank Act. 


Dr. Maurice E. Harrison will again conduct the 
class in law. Dr. Harrison has had charge of this class 
for several years and we feel very much gratified that 
we are again able to obtain his services. 

“Classes in Spanish and accounting have been added 
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to our curriculum. The enrolment in the Spanish class 
has been so large that it has become necessary to divide 
the class into two sections, both sections holding two 
meetings each week. This class has been made possible 
through the kindness of John Clausen, manager of the 
foreign exchange department of the Crocker National 
Bank. ‘We are assured that the best teachers obtainable 
will be procured. The accountancy class will meet 


weekly and will be conducted by William Dolge, a prom< 
inent certified public accountant of recognized ability. 


The public speaking class is to be again instituted, 
with its regular weekly meetings and drills. 

The Chapter Forum held its first meeting Thursday 
evening, September 23. The topic discussed was the 
“Seaman’s Act.” The speakers were W. F. Gabriel, 
Wells Fargo Nevada National Bank; George W. Oehl- 
man, Wells Fargo Nevada National Bank; L. W. Jen- 
kins, Humboldt Savings Bank, and R. A. Newell, First 
National bank. 

The opening of the Spanish class was marked by a 
special meeting Tuesday night, September 28. This is 
known as Hispano-Americano, night. B. E. Puyans y 
Munez, Consul General for Cuba in San Francisco, de- 
livered the address of the evening. 

The courses of study thus outlined are already 
proving very popular. The class enrolments are larger 
than expected and we are receiving many applications 
for Chapter membership from those who are interested 
in these subjects. 


SEATTLE 
By Lester R. McCash 

Seattle Chapter held its fifth annual banquet at the 
Rathskeller Thursday evening, September 9. That the 
banquet was a success would be stating it mildly. Ap- 
proximately four hundred bank men and their friends . 
were present, and when ex-President Taft, the principal 
speaker of the evening, entered the banquet room he 
was given an ovation lasting several minutes. Again, 
when the toastmaster, William A. Peters, after eulogiz- 
ing the former President, turned to him and said: “Be- 
hold the man! Great enough to lead, satisfied to follow 
and uphold in times of stress the head of the country,” 
the banqueters were on their feet in an instant cheering 
wildly, 

The banquet was started promptly at 7 p.m. Rt. 
Rev. F. W. Keator, Bishop of the Episcopalian Diocese 
of Olympia and an old classmate of Mr. Taft, delivered 
the invocation. Immediately after the coffee ard cigars 
were passed Sebastian Burnette, late of the Ber.in Opera 
Co., rendered a baritone solo and he was encored sev- 
eral times. G. E. Maine, president of the local Chapter, 
then introduced the toastmaster of the evening, William 
A. Peters. Mr. Maine, in his remarks, called attention 
to the wonderful work that Seattle Chapter had done 
along the educational lines. In point of membership 
we stand about twenty, but in the number of graduates 
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only New York, Boston, Philadelphia, Baltimore and 
Chicago surprised us. 

Mr. Peters in introducing Mr. Bean, national Presi- 
dent of the Institute, said that it had always been his 
ambition when a boy to have a cigar named after him, 
but that Mr. Bean had gone him one better and had a 
city named for him—Boston. Mr. Bean spoke on “The 
Institute.” Dr. John Wesley Hill, president of the In- 
ternational Peace Forum of New York, was the next 
speaker. He electrified the audience by his oratory. 
His speech was remarkable as well as unique, his sub- 
ject being “Brains.” William E. Knox, comptroller of 
the Bowery Savings Bank and retiring President of the 
Savings Section of the A. B. A., spoke on “Things as 
They Are.” After the banquet Mr. Knox, who is noted 
for his wit and humor, asked if anything was meant by 
the order of the speakers on the program, the order 
being Bean, Hill, Knox, Taft. Mr. Knox’s speech was 
humorous throughout and was well received. 

Mr. Taft’s subject was “Faith.” He said that he 
had been speaking almost every day for two months, 
either at luncheon or dinner, until he had come to be- 
lieve that a speech meant a dinner, and then he re- 
peated, laughing, “a speech for a dinner,” and this 
brought another sally of cheering. 

“But the occasion of my appearance tonight,” said 
Prof. Taft, “is due to my coming here to inflict an hour 
and a half’s address on the members of the American 
Bankers Association this afternoon, and I find myself 
pushed into a subject not usually taught in the law. 
But I know the admirable character of this Institute and 
have had the pleasure of addressing several of your 
Chapters. 

“For years I have been hammering for a proper 
system of civil service, and proper preparation on the 
part of government officials that would secure for the 
nation the best service possible. For these voluntary 
efforts by you, young men, I feel that I should not 
neglect on this or any other opportunity to commend 
you, and harkening back again to the subject you have 
assigned. But you must have faith, that your efforts 
to improve yourselves shows faith on the part of you, 
young embryo bankers. 

“Since Billy Sunday has consigned me to the hot 
place, and I must have my heaven on earth, and I am 
unable to preach a sermon on the subject you have given 
me, I can say in firm belief that faith in God and true 
religious spirit goes to move the human race on to 
high aspiration and yet higher realization.” 

Prof. Taft then laughingly referred to a certain 
Unitarian friend who opposed the use of the word “be- 
seech,” and his further reference that he was sure his 
Unitarian friend must be a Progressive occasioned an- 
other outburst from his hearers. 

“But we ought to have faith in government by the 
people, and faith in the people themselves. A dema- 
gogue, if you interpret the Greek correctly, is not such 
a bad man, for he leads the people, but so many people 
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have assumed to lead the people that the demagogue, 
as we have come to know him, hasn’t anything on the 
Greek. One of the things our demagogues profess is 
lack of faith in the people. The truth is that the man 
who flatters the people merely to get their votes is mani- 
festing an entire lack of faith in the people. He is as- 
suming that they can be buncoed. 


“The man worth while: in these days is the man 
willing to go before the people and tell them the truth 
when he knows the people don’t like the truth. The 
other kind of faith you should have is in your fellow- 
man. 


“Proceed. on the theory that every man is entitled 
to the benefit of the doubt, that truth plays a great part 
in society and depends on the faith we have in our own 
fellow-men. 

“Your business as bankers rests on faith, created 


first in reading the face of your would-be borrower and 
then trusting to the man. 


“You assigned me the subject, ‘Have Faith.’ I have 
tried to follow it, but must ask you to take my perora- 
tion, which I lost on faith.” 


At the speakers’ table sat G. E. Maine, President of 
Seattle Chapter; W. A. Peters, toastmaster ; Hon. Will- 
iam Howard Taft, M. F. Backus, president of the Na- 
tional Bank of Commerce of Seattle and president of 
the Seattle Clearing House Association; William E. 
Knox, comptroller of the Bowery Savings Bank, New 
York City; Rt. Rev. Frederic W. Keator, bishop of 
Olympia; Dr. John Wesley Hill, New York City; Hon. 
Ernest Lister, Governor of the State of Washington; 
Robert H. Bean, Boston, Mass., President of the Insti- 
tute; Hon. W. R. Ross, minister of lands for British 
Columbia; George E. Allen, Educational Director of the 


“Institute; G. H. Richards, Minneapolis, Secretary of 


the Minnesota Bankers Association, past President of 
the American Institute of Banking; Clay Herrick, 
Cleveland, past President of the American Institute of 
Banking; R. H. MacMichael, Dexter Horton National 
Bank, Seattle, and past President of the American In- 
stitute of Banking; Lester R. McCash, American Sav- 
ings & Trust Company, Seattle, chairman of the ban- 
quet committee. The committee in charge were: 
Lester R. McCash, chairman; G. E. Maine, G. Craw- 
ford Morrill, R. S. Walker, David Lyle Davis, James 
Valentine, R. J. McDonald, H. A. Barton, E. J. Whitty 
and E. Banks Ansley. 


About eighteen delegates from this city, headed by 
President G. E. Maine, attended the convention. of the 
A. I. B at San Francisco. They returned thoroughly 
imbued with the convention spirit and loud in their 
praise of the treatment and entertainment accorded 
them by the San Francisco Chapter. 


We also had the pleasure of entertaining about 100 
delegates from various cities in the United States who 
visited Seattle on their trip either to or from San 
Francisco. 
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SPOKANE 
By J. C. Alston 

Spokane Chapter held an open meeting on September 
22. All bank men, whether members of the A. I. B. 
or not, were invited to attend and the result was the 
largest gathering ever seen in the Chapter room. The 
speech of the evening was that of H. C. Sampson, man- 
ager of the Pacific Northwest Investment Company. 
His subject was “What’s Worth While?” and the gist 
of it was “efficiency in all things.” The truly efficient 
man from Mr, Sampson’s viewpoint is the man who 
has developed himself in all his possibilities, physically, 
mentally and spiritually, and who knows how to apply 
his faculties to their appointed ends; a man who is 
efficient as a business man and as a member of society, 
who can write and speak clearly and intelligently, 
who is efficiently at home to meet all the calls that may 
be made on him during his life’s pilgrimage. 

F. M. March, vice-president of the Exchange Na- 
tional Bank and president of the Clearing House Asso- 
ciation of Spokane, gave a short but genial and en- 
couraging little talk. To Mr. March the difference 
between the successful man and the unsuccessful is 
that one puts intelligent thought into his work, while 
the other does not. His advice is therefore to keep 
thinking intelligently all the time so that, as in the case 
of inventors, success will at last smile upon us. 

Following Mr. March, Attorney Roy A. Redfield out- 
lined briefly and instructively the law course which he 
will conduct this season. Mr. Redfield makes an able 
and interesting instructor and the class could not be in 
better hands. 

An interesting feature of the evening was the re- 
ports of our delegates to the A. I. B. convention at San 
Francisco and to the Washington Bankers and A. B. A. 
conventions at Seattle. Our delegates to San Francisco 
were W. E. Tollenaar and E. B. Hutchek, both of the 
Old National Bank, and to Seattle B. A. Russell, of the 
Washington Trust Company. 


SYRACUSE 


By R. B. Porter 

Since the founding of Syracuse Chapter in 1912 the 
first and each succeeding administrations have endeav- 
ored, with the co-operation of the banking fraternity as 
a unit, to give to the banking men of Syracuse and vicin- 
ity the best possible course of instruction along banking 
lines that might be acquired. We have the united finan- 
cial support of the thirteen banks of the city, who, on 
account of their liberality, make it possible for the 
Chapter to perfect the educational program. We have. 
with whom to counsel, experienced bank men who give 
of their time unsparingly. And then we have 200 men 
who are willing to sacrifice and actually find out if the 
Institute pays. 

Syracuse Chapter has been a success, but we are 
more zealous than ever to demonstrate that there is a 
real significance of having graduated from Syracuse 
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Chapter. To finish the second half of the course we 
are to have as instructor Frank Walker, dean of law 
of Syracuse University. The program of the Institute 
will be followed for the year. A large attendance will 
greet Mr. Walker. 


UTICA 
By D. M. Williams 

The regular meetings of Utica Chapter will be re- 
sumed October 19, meeting every Tuesday evening. The 
class work will consist of negotiable instruments and 
sales and bailments, thus completing the work as out- 
lined by the Institute. We are also to have several 
lectures on subjects of interest by men of prominence. 

The debate section will hold two debates, one a 
local contest to decide what men will be chosen for the 
Syracuse-Utica debate, which will take place in Feb- 
ruarl. Thomas R. Proctor of Utica has donated a 
handsome cup which will become the property of the 
Chapter winning two debates of the series. 

Frank R. Walker, dean of the Syracuse University 
College of Law, will be the instructor in the law course, 
and Prof. E. W. Goodhue has promised a lecture on 
the economic problems arising from the European war. 


WASHINGTON 


By John A. Petty 

The educational program for the coming year will 
be undertaken on a much larger scale than we ever 
attempted before. One branch which promises good 
restilts is our “School of Practice.” This is a novel 
name and it will be a novel work. We aim to have a 
course covering from two to three months, conducted 
by the older Chapter men, wherein the younger boys 
will be given actual practice in bank accounting, tran- 
sient work, tellers’ work, and, in fact, every kind of 
work that they will be called upon to do in their own 
institutions. Those who enroll in this class will be 
given an opportunity of learning what the man higher 
up is doing. They will be given blank forms used in 
the various departments of different banks and will be 
shown just how transient items are handled, how tellers’ 
settlements are made and how the note aud collection 
departments records are l:ept, as well as the individual 
and general ledger work. (Co-operation of bank officers 
has been solicited to aid n making a big success of 
this plan. 


Our law courses this yar will be conducted by 
prominent members of the ic-al bar and instructors on 
the faculties of our local law schools. The subject of 
negotiable instruments will be handled in a series of 
lectures by a specialist on that line. We haven’t over- 
looked the older men either. For them we have outlined 
a systematic course in higher subjects covering post- 
graduate work. This work will be conducted along the 
lines of a forum. . 

George E. Stauffer, who has been connected with 
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the office of the Comptroller of the Currency for the 
past seven years, has been appointed an examiner and 
has been assigned to the Philadelphia district. 

We are giving considerable thought to the question 
of a public affairs committee. 


CINCINNATI 
By William Beiser 

Cincinnati is proud of having been chosen as the 
next convention city of the Institute, and preparations 
for the event are already being made. 

The first meeting of the year was held on Tuesday, 
September 28. The returning delegates gave an illus- 
trated lecture of their respective trips. A general out- 
line of the season’s work was submitted and announce- 
ment of three classes made. A Membership Committee 
has been formed, whose tentative plans are to hold a 
membership contest during the year, the winning team 
to be properly recognized. 

The “Chapter Man” has made its reappearance 
under the new name of “Chapter Clearings.” The policy 
of the editors is to make it a compendium of banking 
news and topics which will be of general interest to 
bank men. They plan to edit the paper on a co-oper- 
ative basis by depending upon the members for con- 
tributions. 


DALLAS 
By Forrest Mathis 


The season’s work of Dallas Chapter was opened 
by a banquet the night of September 24, with a large 
attendance of enthusiastic members. J. Barney Davis, 
of the Security National Bank, President of the Chap- 
ter, acted as toastmaster. 

The principal address of the evening was that of 
J. D. Gillespie, assistant cashier of the City National 
Bank, on the subject, “The Necessity of a Practical 
Knowledge of Commercial Law to Bankers.” Mr. 
Gillespie, though actively engaged in his daily duties 
as a bank officer, studied law at night, and was admit- 
ted to the bar several years ago. His specialty has been 
commercial law and his position of manager of the 
Transit Department for several years has given him 
ample opportunity to apply the rules and theories of 
abstract law to practical banking. In addition to advo- 
cating such study classes as those carried on by the 
Institute, he advocates courses of three or four years 
in commercial law in the high schools of our county, 
so that the principles of law might be more familiar 
to the coming business generation. In discussing his 
subject Mr. Gillespie emphasized the fact that lawyers 
are not the ultimate end of courses such as carried on 
by the Chapter; rather better bank men, who know 
when a lawyer is needed. Attention was called to every 
employe being an agent, and he emphasized the impor- 
tance of the employe knowing his responsibility and the 
liability assumed by the employer on that account. “The 


value of a man depends on his knowledge of when re- 
sponsibility begins, how far it extends, and when it 
ends.” Employes with broad knowledge of business law 
serve the bank’s customers more acceptably and promote 
warmer and more cordial relations between them and 
the bank. A banker must keep up with the changes in 
local law or cause the bank to suffer losses. Among 
other reasons commending the study of commercial law, 
he urged the benefit of mental development arising 
from its study, and suggested that every man present 
could lift himself out of the rut and leave the ranks of 
mediocre clerks by fitting himself to occupy positions 
higher up, 

Short talks were made by delegates to the San 
Francisco convention. 


‘Stewart D. Beckley responded to the toast, “How 
It Feels to Be an Executive Councilman.” 


President Davis announced the committees for the 
year and stated that the policy had been determined by 
the Educational Committee of confining the activities 
of the Chapter to the law class this year. Past experi- 
ence has shown that the membership of a Chapter of 
this size does not accomplish the same results when 
their efforts are scattered over too big a territory. He 
announced that the services of Wiley A. Bell, Jr., a 
practicing attorney of the local bar and a graduate of 
the public schools of New York, of Columbia University 
with an A.B. degree and the New York Law School 
with an LL.B. degree, had been secured to conduct the 
class, meeting one night a week. Mr. Bell was called 
upon to outline the course, which he did briefly. En- 
rolment slips were distributed, obligating the signers to 
attend the course and subscribing $6.00 toward the fund 
for the maintenance of the class and a set of text 
books. Dallas Chapter feels proud that twenty-five 
signed slips were taken up at once. 

Fort Worth Chapter is always friendly to Dallas 
Chapter, as was evidenced by the hearty freetings from 
its newly elected President, Raymond C. Gee, assistant 
cashier of the Fort Worth National Bank. 


ELEMENTARY BANKING 

The “Kansas Banker” says: “There has been need 
for such a book, and Mr. Wolfe is eminently qualified 
to be its author. The volume comes from the practical 
hand of a practical banker whose experience extends 
first to country, then to city banking, then to that of 
instructor in the various Chapters of the American 
Institute of Banking. The chapter heads indicate the 
scope of the volume: ‘Banking as a Vocation,’ ‘Wealth 
and Money,’ ‘Why Banks are Necessary,’ ‘Classes of 
Banks,’ ‘Bank Organization and Administration,’ ‘De- 
partments in a Bank,’ ‘Bank Statements,’ ‘Bank Ac- 
counting,’ ‘Receiving Teller,’ ‘Paying Teller,’ ‘Note 
Teller,’ ‘Individual Ledgers,’ ‘General Ledger,’ ‘Loans 
and Discounts,’ ‘Stocks and Bonds,’ ‘Savings Banks,’ 


‘Trust Companies,’ ‘Clearing Houses,’ ‘Bank Examina- 
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tions,’ and concludes with a chapter on ‘Banking Laws.’ 
The book is written for the beginner, and, quoting the 
author, ‘no other text book, so far as the writer knows, 
is designed to meet this particular need.’” 

Send one dollar in New York exchange payable 
to the Correspondence Chapter, A. I. B., Five Nassau 
Street, New York City. 


BANKERS HEALTH COMMISSION 


General Secretary Farnsworth, in his official re- 
port to the convention of the American Bankers Asso- 
ciation at Seattle, said: 

“The Bankers Health Commission, which grew out 
of Institute needs, has been making decided progress, 
and it is confidently predicted that, its development will 
show the wisdom of those who organized it.” 

In the form of a poster printed on cloth, the 
Bankers Health Commission publishes a set of “Every- 
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day Exercises” intended not to make athletes, but 
simply to develop the fundamental functions of the 
body. No apparatus is necessary. No contortions are 
prescribed. Two or three minutes nights and morn- 
ings is all the time required. The exercises thus pro- 
vided are five in number, and their character is 
exemplified in the accompanying illustration. The 
poster costs fifty cents in silver or postage stamps, 
and may be obtained from the Bankers Health Com- 
mission, Five Nassau Street, New York City. 


TALK ABOUT TALK 

ENGLISH GRAMMAR—A text-book—without 
dry rules or barren definitions—on the formation of 
words and the relationship of words in sentences. 

ENGLISH RHETORIC—A text-book —clear, 
forceful and magnetic—on correspondence, speechmak- 
ing and writing for publication. 

The foregoing books are supplied by the Cor- 
respondence Chapter of the American Institute of 
Banking, Five Nassau Street, New York City. Price, 
fifty cents each. 


RAILROADS AND FARM ROADS. 


In an article prepared for the Illinois Bankers Asso- 
ciation, W. H. Miller, editor of the ““Western Retail Lum- 
berman,” remarks: 

“No leading farmer was ever elected to the State 
Legislature who did not feel himself thoroughly competent 
to ‘wrassle’ with such trifling questions as those involved 
in the immediate reduction of the rates on every railroad 
in the State. 

“It is true that the farmer does own a road, doing 
both a freight and passenger business. Generally speak- 
ing it is the poorest road that lies out of doors. It is 
the poorest built road, generally speaking, that ever hap- 
pened. The road that the farmer owns runs right by his 
own farm. The freight rates on it are so high as to be 
an outrage. If the railroads were as poorly built, kept 
in as poor repair, and charged such preposterous rates, 
there would be a revolution in this country. And we 
could have no more farmers’ institutes until the farmers 
got back from the war. This road that the farmer owns 
is the common or garden variety of dirt road, found 
everywhere in America. To haul wheat over it for the 
average distance of less than ten miles costs $1.80 per 
ton. The rate on European roads, of the same class, is 
only ten to twenty cents per ton. 

“The unnecessary and extravagant cost of haulage on 
the poor country roads of this State is one of the heaviest 
taxes that the farmer pays. In the name of common 
sense why doesn’t he reduce the freight rate on the dirt 
roads before he asks for any further reduction on the iron 
road. He owns the dirt road. He does not own the 
other. But he can only reduce the rates on his own road 
by learning from the men who have reduced rates—often 
under compulsion—on the iron road. He can do it by 
cutting down grades, by building scientific and permanent 
roadbeds, by building heavier and permanent bridges, by 
improving his motive power and rolling stock. The King 
road drag should be as common on the dirt road as the 
hand car and section gang are on the iron one.” 
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MEMBERSHIP CHANGES 


The membership of the Association is now over 15,000. There are frequent changes which come about through 
consolidations, mergers, liquidations, etc. The General Secretary of the Association would appreciate receiving from 
our members notice of any changes which occur, for the purpose of keeping our membership list correct and giving pub- 
licity through the columns of the JO URNAL-B ULLETIN. 


Alabama Prudential Savings Bank consolidated with Alabama 
Penny Savings Bank as Alabama Penny Prudential 


Savings Bank. 


Colorado ... Cortez First National Bank in voluntary liquidation. 
Denver Federal National Bank absorbed by Hamilton National 
Bank. 


Connecticut New Haven County National Bank and City Bank of 
New Haven consolidated with National New Haven 
Bank as The New Haven Bank, N. B. A. 


Florida Zephyrhills First State Bank purchased by American State Bank. 


Georgia Fitzgerald Third National Bank succeeded by Ben Hill National 
Bank. 
Savannah Real Estate Bank & Trust Company merged with 


National Bank of Savannah. 


[llinois Springfield Enterprise Savings. Bank, suit pending for receivership. 


Baltimore Border State Savings Bank absorbed by Hopkins Place 
Savings Bank. 


Lamar State Bank succeeded by Goodrum Trust Com- 


pany. 


Santa Fe Bank & Trust Company changed to The Santa 
Fe Bank. 


Matteawan National Bank, Matteawan, N. Y., now 


Matteawan National Bank. 


Century Bank and all of its branches taken over by 
Chatham & Phenix National Bank. 


Peninsula National Bank, St. Johns, Ore., now Penin- 


sula National Bank. 


Bryant Merchants Bank succeeded by First National Bank. 
Stamford Bank of Stamford suspended. 


Dallas Merchants National Bank merged with Citizens State 
Bank & Trust Company. 
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Colorado 
Connecticut 


Georgia 


Kansas 


Missouri 


Montana 


Nebraska 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


NEW MEMBERS FROM SEPTEMBER 1 TO 30, 1915, INCLUSIVE. 


SRR Clarkdale Bank of Arizona. 


First National Bank. 
Danielson Trust Company. 


First National Bank. 


Chautauqua Chautauqua State Bank. 


Bridger First National Bank. 


Hobson. ...... Fergus County State Bank. 


Murray Murray State Bank. 


North Carolina .............Marshall Bank of French Broad. 


Oklahoma 


Oregon 


Pennsylvania 


West Virginia 


Wisconsin 


Canal Zone 


Porto Rico 


Bankers Guarantee Title & Trust Co. 


Cushing Oklahoma. State Bank. 
Lovell First State Bank. 
Mangum eeeeseesee Mangum National Bank. 


Tipton Farmers State Bank. 
Portland ...................Montavilla Savings Bank. 


Bentleyville First National Bank. 


Stephens & Company. 


Omaha First National Bank. 


Conway State Bank of Conway. 
Hartford The Rucker Bank. 


Seattle Guardian Savings Bank, 
Harman The Stockmans Bank. 


Hersey State Bank of Hersey. 


Kewaunee Dairyman’s State Bank. 


Commercial National Bank. 
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